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OPENING STATEMENT 
Mr. Gary, The committee will come to order. 1 would like to 
state to the committee that we are commencing hearings this morning 
on appropriations for the Mutual Security Program for the fiscal 
year 1952 under some difficulties. It has been customary in the past 
to call as the first witnesses the Secretary of State, the Secretary of 
Defense, and the Administrator of the ECA, so that we could have 
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first an outline of policy. Mr. Bissell is with us, having been recently 
elevated to the position of Acting Administrator. We had assumed 
that Mr. Acheson, Mr. Lovett, and Mr. Foster would all three be 
present and testify at the opening. It so happens, however, that 
they are attending the conference at Ottawa and the question arose 
as to whether we should postpone our hearings until they return. 
As chairman of the committee I thought rte, shaped had already 
been considerably delayed, and that we had better begin the hearings 
today and receive the testimony of the Secretaries when they return. 

We have another difficulty in that there is no authorizing legisla- 
tion. I hope that will come through some time this week. But since 
we have no authorizing legislation, we have no budget estimates in 
the usual sense of the word, based upon authorizations. 

The Mutual Security Program authorization bill as originally 
passed by the House carried a total authorization of $7,498,750,000. 
The Senate figure was $7,286,250,000. The conference committee 
total is $7,483,400,000 and the appropriation requests which we have 
before us are based on the conference committee figures. To imple- 
ment this authorization you request new appropriations of $7,483,- 
051,519 plus $44,476,271 to liquidate prior years’ contract authority, 
or a total of $7,527,527,790. In addition you request the reappro- 
priation of certain unexpended and unobligated balances. The 
unobligated balances total $816,727,306, which when added to the 
request for new obligational authority makes $8,299,778,825 available 
for obligation in the fiscal year 1952. 


ANALYSES OF APPROPRIATION REQUEST FOR PROGRAM BY SECTIONS 
or H.R. 5113 


Pages 1 through 9 of the justifications will be inserted at this point 
in the record. 

(The matter referred to is as follows:) 

THE MUTUAL SECURITY PROGRAM FOR FISCAL YEAR 1952 


Analysis of appropriation request by sections ef H. R. 5118 





| 








os | Original } House } Senate | Appropriation 
Section of H. R. 5113 request | allowance | allowance request 

101 (a) (1) eiubee Jute | $5, 293, 000, 000 $5, 028, 000, 000 | $5, 006, 350,000 |! $5, 072, 476, 271 
__ 2S SS eeenereeee teen | 1, 675, 000, 000 985, 000, 000 2 880, 500, 000 | 21,022, 000, 000 
earn ie hice nas atemrh SO AEEOM 415, 000, 000 415, 000, 000 396, 250, 000 396, 250, 000 
203 EE, an are OAS a 125, 000, 000 175, 000, 000 160, 000, 000 160, 000, 000 
204 (limitation under sec. 203 for Pales- | 

SS Re RSet ie (50, 000, 000) (50, 000, 000) (50, 000, 000) (50, 000, 000) 
205 (limitation under sec. 203 for refu- 

gees coming into Israel) ._..........-.}]--..-.- ; rp (50, 000, 000) (50, 000, 000) (50, 000, 000) 
___ ERR NRA EBC BT BRE RRG BR Ee EH 555, 000, 000 530, 000, 000 535, 250, 000 535, 250, 000 
8 RES MES aaa ee Re 262, 500, 000 237, 500, 000 178, 750, 000 3 237, 155, 866 
O08 fa)... 22.22. ee ee ee en 112, 500, 000 11, 250, 000 69, 750, 000 45, 000, 000 
_, SEE Face ert eee 40, 000, 000 40,000, 000 38, 150, 000 38, 150, 000 
SM ebtt Git. side citetaunyimasadieaaaaemep eal 22, 000, 000 22, 000, 000 21, 250, 000 4 21, 245, 653 
RI sonia cauinin ns chicane ate ervacgcee dd Gudipioanicn be Sica afikenede aia one i ES Ree ae eee tipi iiglinesaihieaieeeii> 

din asin ctl aimeinuivadacccte 8, 500, 000,000 | 7, 498,750,000 | 7, 286,250,000 | 7, 527, 527, 790 

















! Consists of $5,028,000,000 for new obligational authority and $44,476,271 to liquidate prior year’s contract 
authorization. 

2 Includes funds for basic materials development. 

3 Conference committee allowance of $237,500,000, reduced by $344,134 which represents unobligated 
ye yt of China-aid funds to be reappropriated. 

4 Conference committee allowance of $21,250,000 reduced by $4,347 which represents prior year balance 
available from Institute of Inter-American Affairs. 
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Summary of obligations and appropriation requests 


[In millions of dollars] 





| 
Military assistance Economic assistance | Total 
| 





: — -_ sonia aeSeN 





Actual, | Actual, ~— Actual, | Actual, | — | Actual, | Actual,| Es on 
1950 | 1951 1952’ | 1950 | 1951 i959 | 1950 | 1951 082” 


Title I—Europe: | 
Total obligations. - _.-_- 840. 8} 3, 761. 2) | & 594.3) 4,089.4) 2,492.6; 1023.4) 4,880.2 6,253.8 6,617.7 
Add request for cash to | | 

liquidate prior-year’s | | 








| | 52 
| 
| 
} 


contract authori- 





a aay eae, 44.5)... a 44.5 
Deduct carry-over from | | } 
he a a cal eae aan | —14! — 567.7 
| nm | a | — a | —— 
Appropriation re- | , 
quest... ... ee Ce ae 5, 072. 5 | | 1,022.0 ; 6, 094.5 


Title IJ, Near East and 
Africa: 
Total obligations -_- __--_- 172. 9} 


292.7 466. 2) 6.3 33.0) 160.0; 179.2) 325.7 626.2 
Deduct carry-over from | 














hate oe CRORE | —69. 0}. ~69.0 
Deduct _ reimbursable 
Z 7 ae Cee Sereaae | | aden } —2.0 
6 SA SE, SS TES a at SEMI a SRN MLE, OREN eee eh 
| Appropriation re- } | 
: MBs danas <aahewy | 160. 0)__- 556. 2 
Title III, Asia and Pacific: sg al api de HPI Matt 
Total obligations_______- 337.1 129.5} 621.3) 996.7 
Deduct carry-over from 
Si ie FI IRE ESE trae —54.9 —179.3 
Appropriation request. 282. 2 817.4 
Title IV, American Repub- | | deals, Wl : 
Total obligations. ......_|__.__.- rie 38. 2} 6.9 13.4 22. 0) 6.9 13.4 60. 2 
Deduct carry-over from 
a aa I, a POE TE ; —.8| —.8 
Appropriation request_|_______- ee 38. 2 he "a : | a ; 21. 2). a oe 59 4 
All titles: F gy lat Fi pee pdiinipcie: aambinaiae i; id a‘ Sie » i =< : 
Total obligations.__...._| 1, 048. 0} 4,464.4) 6,758.3) 4,147.8) 2,749.8 1,542.5) 5,195.8) 7,214.2) 8,300.8 


Add request for cash to 
liquidate prior year’s 
eontract authoriza- 
EET ae Ss er ‘ 44.5 








ete ae Seek EO | Ee ee —57.1)... —816.8 
Deduct reimbursable | | | 
Fc a ey Ee Eee —1.0) ; } mm —1.0 
-———— | —_———|- —————|- —|—— — — 
Appropriation request. |__._._.- ere 6 042. im capa’ 1, 485. 4 Wma ..| 7,527.5 
| | 





NOTE. _Obligations bi have been adjusted by function and titles to conform with the appropriation structure 
proposed for 1952. 
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Military and economic assistance (all titles)—comparative summary of obligations by 
functions and activities 








r | rn 2 x 1 
Function and activity | Actual, 1950 | Actual, 1951 | Estimate, 1952 
Military assistance: 

Matériel... -- ‘ | $1, 036, 326, 585 | $4, 386, 626,326 | $6, 664, 617, 416 

» as = } 5, 130, 662 47, 549, 936 | 39, 700, 409 
Administration ____- | 6, 413, 139 29, 344, 569 | 53, 000, 000 
Total direct obligations (military) 1, 047, 870, 386 4, 468, 520, 831 6, 757, 317, 825 

Add reimbursable obligations (military) - 136, 135 | 852, 162 960, 000 
Total obligations (military) | 1,048,006,521 | 4, 464,372,993 | 6, 758, 277, 825 


Add request for cash to liquidate prior years’ con- 
tract authority : 

Deduct carry-over from 1951. - 

Deduct reimbursable obligations 


: 44, 476, 271 
: ve | —759, 667, 825 
| | , } — 966, 000 


Appropriation request (military) ; 6,042, 126, 271 
Economic assistance: | 


Deduct carry-over from 1951 


Country aid 3, 982, 862,992 | 2,094, 784, 388 938, 291, 000 
EPU capital fund. | 350, 000, 000 : 
Special technical and economic aid 14, 332, 369 | 163, 273, 388 255, 486, 000 
Technical assistance - _ - ; 12, 999, 729 | 13, 407, 711 | 20, 000, 000 
Bilateral technical cooperation. 7,417,618 | 13, 689, 233 | 51, 256, 000 
Multilateral technical cooperation _ - 13, 007, 500 13, 000, 000 
Ocean freight voluntary relief packages - . - - 8, 023, GOS | 3, 690, 256 | 2, 800, 000 
Palestine refugee program _ ._- 6, 000, 000 25, 450, 000 | 50, 000, 000 
Relief of refugees coming into Israel hoes kee eS 50, 000, 000 
United Nations Korean Reconstruction Agency 78, 594, 174 38, 989, 365 | 95, 200, 888 
Exchange-of-student program. 2, 073, 587 | 3, 549, 301 | 4, 377, 112 
Basic materials development. __- 17, 280, 500 | 7, 064, 108 | 38, 325, 000 
Confidential funds_- ; 6, 118 | 10, 521 | 50, 000 
Administration. _- : we 18, 197, 505 | 22, 860, 768 | 23, 675, 000 
! | 
Total direct obligations (economic) : 4, 147, 788, 200 | 2, 749,776,534 | 1, 542, 461, 000 


—57, 059, 481 


Appropriation request (economic) Rises eee see 
Total direct obligations (military and economic) 5, 195, 658, 586 7, 213, 297,365 | 8, 299, 778, 825 
Add reimbursable obligations (military) a 136, 135 852, 162 960, 000 
Total oblications (military and economic) -.---| 5,195, 794, 721 7, 214, 149, 527 8, 300, 738, 825 
Add request for cash to liquidate prior years’ contract 
authority ____- - a eee 


r ig bleehiieneia Ri 44, 476, 271 
Deduct carry-over from 1951_- 


< —816, 727, 306 
Deduct reimbursable obligations... __.- koe a sa 


Pe: WEL. —960, 000 


Appropriation request (military and economic) __.|.............-.-}-...--.- ~-2.--| 7,537,527, 700 








Note.—Obligations have been adjusted by function and title to conform with the appropriation struec- 
ture proposed for 1952. 


GENERAL STATEMENT 
1. THE OBJECT AND SCOPE OF THE MUTUAL SECURITY PROGRAM 
A. Introduction 


The United States and the rest of the free world are faced with the great and 
immediate danger of Communist aggression and subversion. It jeopardizes the 
security of free nations. It has demanded prompt and effective action by the 
United States, which has taken the three principal forms of building up our own 
military strength; organizing our productive might so that it will serve our secur- 
ity interests; and strengthening the will and the capacity of our associates in the 
free world to do the things required of them in pursuit of the security interests 
that we have in common with them. The first of these tasks is under way. 
The second task falls to the American productive economy—its industries, its 
farmers, its workers—guided and helped by the defense mobilization agencies. 
The Mutual Security Program described herein is designed to further the accom- 
plishment of the third of these tasks. That program embodies proposals for 
military and economic assistance to our associates in the free world that will 
enable them most effectively to make their respective contributions to the com- 
mon effort. 

The preservation of our national security and the security of the free world is 
a priceless objective. With the kind of aid being proposed we wil] move forward 
rapidly toward a situation where we should be reasonably sure that aggression 
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will not take place. The rapid creation of military strength in the free world 
and increasing productivity abroad should permit, within a few years, the mainte- 
nance of peaceful forces and development of the economies of most of the areas 
of the free world without further grant aid from the United States. 


B. Scope of the Mutual Security Program proposals 


The proposals for 1952 appropriations for assistance to other areas of the world 
are shown below: 


Economic Military 
Europe. + Teo reree ’ $1, 022, 000, 000 | | $5, 072, 476, 271 
Near East and northern Africa__. er 160, 000, 000 396, 250, 000 






Asia_. ; . ae kale actin oainphnakdekie ei 282, 155, 866 | 
Pe ee TET CC ae eee oe ae 21, 245, 653 | 38, 150, 000 
Basic materials development (global)_.____- ‘ i 55, 000, 000 | z ei 
eR! ant kere tb 
USS S cctisde we tebe deek ea: SEER cibaaieee ; 1, 485, 401, 519 6, 042, 126, 271 


1 Includes $44,476,271 to liquidate prior year’s contract authorization. 


C. Relationship to present and past programs 


» Although the mutual-security program has many parts and many kinds of 
specific activity, it has nevertheless the unifying purpose of enabling the free world 
to stand secure against the present danger. Each part of it is designed to serve 
this purpose. 

The individual components of the total program are not themselves wholly new. 
In the Mutual Defense Assistance Program we began the job of providing military 
aid to countries that are partners with us in a common effort. In the European 
recovery program we have, since 1948, been helping Europe to reestablish eco- 
nomic stability and rebuild its productive power. Under the International 
Development Act, we are already furnishing technical know-how to economically 
underdeveloped countries. We have been contributing to similar technical 
assistance programs carried on by the United Nations and the Organization of 
American States. 

Not only does the mutual-security program include and continue whatever in 
these going programs is applicable to the conditions we now face; it also weaves 
together the economic and military programs, with economic aid to Europe, for 
example, focused on supporting increased European production of military equip- 
ment. In addition it takes into account the lending capacities and the probable 
programs of the International Bank for Reconstruction and Development and the 
Export-Import Bank, and such private investment activity as is likely to take 
place in the face of present world tensions. 

Thus, there is an essential continuity in our plans and efforts. The Mutual 
Security Program now brings together all of these present efforts and directs 
them to the overriding end of building free worlds strength against Soviet tyranny; 
it adapts them so as to deal flexibly and effectively with the present danger; and 
it enables them to be more clearly understood and more effective. 

D. The nature of the present danger 

It is not necessary to review in detail the course of events by which hopes and 
expectations entertained at the end of World War II have turned to disillusion- 
ment, or to recapitulate all of the steps by which the world has passed in the last 
6 years from the promise of peace to the threat of war. Throughout those vears 
it was evident that the Soviet Union was bent on extending its area and domina- 
tion. 

Since the invasion of Korea and particularly since Communist China chose to 
commit its forces against the United Nations, the free nations have had to govern 
their course of action by a clear recognition of the possibility of total war which 
might result from the Kremlin’s resort to piecemeal armed aggressions. The 
free nations must coldly assess the actual force that is alined against them. It 
is a massive military machine comprising in the west over 200 mobilized divisions 
with good weapons and with good and improving air and naval support; and 
comprising in the east over 5,000,000 men under arms. Communism has at its 
disposal also a well-organized and demonstrably effective apparatus for prompting 
internal disturbance, for weakening morale, and for impeding economic recovery 
and progress in free countries. 
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To meet this formidable force and to nullify its power to further Soviet ambi- 
tions for the conquest of the world, the free nations need to organize their vast 
potential strength and to develop it into actual strength. There is little time for 
this to be done; but there is enough time if all the free peoples work together with 
unanimous purpose and resolute speed. To do it, however, the free nations must 
face and overcome certain major problems confronting them. These problems 
can be identified and discussed under the headings: “Raising of forces”; ““Produc- 
tion for defense”’; ‘‘Economic development’’; and ‘‘ Morale.” 


E. The raising of forces 


The presently activated military strength of the United States and the other 
nations of the free world is but a slowly increasing fraction of their potential 
strength. The land forces available to the free nations are inferior in numbers 
to the total land forces under Soviet direction. ‘This disparity in land strength 
has heretofore been offset by other factors, most significantly by United States 
possession of atomic weapons. 

The Soviets, however, have now succeeded in producing an atomic explosion. 
As time moves on, the previous balance of military strength will be dangerously 
tipped against the free world unless free nations quickly build total strength. 
They can no longer rely upon qualitative superiority in certain categories of 
weapons. They must mobilize all the components of military strength and in 
particular must organize and equip land forces capable of protecting their resources 
against invasion and capture. 

The need is not merely for the enlistment and conscription of men. Mobiliza- 
tion of forces involve economic drains and burdens that many of our associates 
cannot support unaided but that we can help them to support. 


F. Production for defense 


Military strength cannot be created overnight. Armed forces require quantities 
of complicated and expensive equipment. It is necessary to produce the right 
kinds of weapons, in the right proportions, of the right materials and specifications, 
in the places and with the production facilities most suitable, and all this in rela- 
tion to carefully worked-out and time-phased plans for the recruitment and 
training of forces. 

This is an intricate production problem. The object is to make the best possible 
use of the combined resources of all the free nations. The Western European 
countries are existing on a narrow economic margin; unaided they cannot deliver. 
They will be able to make their potential strength actual on the urgent basis 
needed only if we help them with both military and economic aid. 


G. Economic development 


Within the community of free nations the United States and the highly indus- 
trialized communities of Western Europe depend, to a great extent, on the econ- 
omically underdeveloped areas. The underdeveloped areas supply 49 percent of 
the total free world production of certain strategic materials. The terms ‘‘eco- 
nomically underdeveloped areas’’ applies to those free countries in Asia, Africa, 
and Latin America which are characterized by low standards of living, low per 
capita incomes, low standards of literacy, poor conditions of sanitation and health, 
and high death rates. These countries constitute in terms of population and land 
area the largest part of the free world and they contain a large part of the world’s 
natural resources. 

The economically underdeveloped areas are highly susceptible to Communist 
propaganda. Failure in these countries to show economic progress, and the 
inability of free governments to find some way to start building an effective and 
dynamic structure, at best saps the resolution of these countries to protect their 
freedom, and in some instances threatens to destroy the very foundations of 
national unity. 

Technical assistance involves primarily the provision of personel services of 
competent personnel to help meet the scarcity of trained administrators and 
technicians in these countries, and to assist the governments and people to do 
for themselves the things that need to be done. It is the export of know-how 
from the technically advanced to the less advanced countries. 


H. Morale 


Genuine strength involves not merely armed forces, military equipment, 
industrial production, and raw materials. It involves even more importantly a 
sense of common interest in mutual security. Strength and determination to 
pursue this common interest must be built upon realistic hope that the protection 
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of freedom will bring in its train the opportunity and the fact of progress. The 
community of free nations must be convinced that strength once built will bx 
used to create conditions in which free people can satisfy their hunger for social 
improvement, for economic progress, for the preservation and enrichment of 
cultural values. 


I. Economic impact of the program on the United States economy 


The impact on the United States economy of these proposals for foreign assist- 
ance cannot meaningfully be identified separately from the impact of the entire 
United States security program of which the Mutual Security Program and our 
own national defense program are only parts. There is no simple evaluation of 
what is the impact of our economy of one part as distinct from the impact of the 
other parts. 

It is important to bear in mind that this program is a program for mutual 
security. Our contributions to other countries have as their purpose to enable 
those other countries to do these parts of the total security task which we could 
not do alone in any case. The purpose is, for example, to take advantage of the 
considerable potential defense production that exists or can be created in Europe. 
Failure of the European countries and ourselves to take such advantage would 


_ appreciably increase the burden of defense on our own military production and 
‘ our own economy. 


J. Conclusion 


The Mutual Security Program proposed herein has been calculated in size, 
scope, and direction to be that best suited to further the national security of the 
United States during the fiscal year 1952. 

It, with the program for the build-up of our own forces, should be considered 
an effort made necessary by the urgent and critical situation which confronts the 
United States and with it the free world. 

It is based on these simple positive points: 

(1) The best hope of preventing another world war lies in making ourselves 
and our friends strong. 

(2) To do this requires the intelligent development and utilization of the 
resources of the entire free world through international cooperation. 

(3) The strength which will come from the collective efforts of free coun- 
tries will far exceed the strengths of the separate national components. 

It follows the difficult but only feasible course of building by mutual and coop- 
erative effort the strength to deter aggression or defeat it and rejects the clearly 
unthinkable alternatives of either abandoning the rest of the world to communism 
or attempting to defend it by our own efforts alone. 


MILITARY ASSISTANCE 


The Mutual Defense Assistance Act of 1949, as amended, states the policy of 
the United States to be to assist in the development of the defensive military 
forces of those nations in the free world who are parties with the United States in 
measures for collective security against aggression. The appropriations which 
are requested for continuing the implementation of the act through fiscal year 
1952 total $6,042,126,271 of which $5,997,650,000 would be for new obligational 
authority and $44,476,271 would be to liquidate prior year’s contract authoriza- 
tion. Of this total, $53,000,000 is the estimated requirement for administrative 
expenses required in carrying out the military assistance provisions of this act. 
The new programs for the assistance to the nations in the North Atlantic Treaty 
area in Western Europe total $5,028,000,000. Those for the Middle East— 
Greece, Turkey, and Iran—are proposed for a total of $396,250,000, and those 
for the nations in the general area of China and southern and eastern Asia, $535,- 
250,000. In the proposed 1952 appropriation, there has been added provision 
for assistance to the nations in Latin America who are signatories of the Inter- 
American Defense Pact, in the amount of $38,150,000. 

Although operations under the Mutual Defense Assistance Act could not get 
under way until bilateral agreements had been signed with the recipient countries 
in the spring of 1950, military matériel having a value in excess of $1,500,000,000 
have been transferred to our allies. Much of the matériel which has been shipped 
to these countries has been made available from stocks already on hand of items 
which have been rebuilt and repaired prior to their transfer to make them fully 
usable and effective. The matériel which requires repair and rehabilitation prior 
to transfer is already being processed through the services’ plants and military 
arsenals, as well as through the establishments of private contractors at an 
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accelerated pace. This acceleration may be expected to continue throughout 
fiscal year 1952. Many of these production lines for repair and rebuilding of 
our older American military equipment were the principal source to provide for 
the operational supply and the back-up pipeline which supported our combat 
forces in Korea. 

Since the 1951 regular and supplemental appropriations for mutual defense 
assistance have been made available, the full amount has been firmly programed 
for military matériel, training and the necessary expenses of operating and 
administering the program. However, integration of procurement with military 
requirements has in some instances delayed contracting for MDAP requirements. 
Because some of these contracts for matériel programed had not yet been placed 
on June 30, 1951, the funds for such matériel, $759,667,825, were not obligated 
within fiscal year 1951. Contracts for approximately $400 million for such ma- 
tériel were signed during July. The matériel to be procured with these unobli- 
gated balances has been deducted from the requirements for fiscal 1952 by the 
programing review process. In determining 1952 program requirements, the 
total 1950 and 1951 program—whether or not obligation by June 30, 1951, was 
possible—was considered as “assets on hand” in determining 1952 program 
deficiencies. 





GENERAL STATEMENT 


Mr. Gary. Mr. Martin, it is my understanding that you are going 
to present at this time a brief summary statement? 

Mr. Martin. Yes, sir. 

Mr. Gary. We shall be glad to hear from you at this time. 

Mr. Martin. Mr. Chairman and members of the committee, al- 
though my main interest is in that part of the Mutual Security Pro- 
gram which relates to Europe, it has been suggested that, as the first 
witness, I make a general introductory statement on the program as 
a whole. 

My task is made relatively easy by the fact that you are already 
thoroughly familiar with many aspects of the Mutual Security Pro- 
gram. Four of you recently made a trip to Europe and saw the situ- 
ation in that critical area at first hand, and all of you are, I am sure, 
aware of the problems the United States faces in other parts of the 
world. I will not, therefore, take up your time in general statements 
about United States objectives, programs and problems, but will 
confine myself to a factual outline of the Mutual Security Program 
as it js contained in H. R. 5113, the bill now before you. 

We have combined all foreign-aid programs into the single bill now 
before you not merely for reasons of convenience, but mainly because 
they were parts of a unified, integrated program. For purposes of 
presentation, we will be talking about military aid, economic aid, and 
technical cooperation as if they were separate and distinct programs. 
We will also be discussing aid for Europe, for the Near East, for the 
Far East, and for the American Republics, again as if each were a 
separate program. These are largely artificial distinctions. Military, 
economic, and technical assistance are three different tools for achiev- 
ing a single end—mutual security for the free world. Similarly, the 
aid program for each region was not developed in a vaccum, but as 
the proper component in a global program. 

As you know, there are Senate and House versions of the bill now 
before you, H.R.5113. Conference committees of the two Houses will 
shortly start the task of composing the differences between the two 
bills. 

The executive branch asked for a total of $8.5 billion. The House 
bill authorizes $7,498,750,000, and the Senate bill $7,286,250,000. 

The framework of both bills is similar. They are both based on 
existing statutes, principally the Mutual Defense Assistance Act of 
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1949, the Economic Cooperation Act of 1948, and the Act for Inter- 
national Development. 

In both House and Senate forms of the bill the nations eligible for 
assistance are grouped into four geographic areas, each area covered by 
one of the first four titles in the bill: Title I—Europe; Title 1]—Near 
East and Africa; Title I1J—Asia and the Pacific; Title TV—Latin 
America. Generally speaking, there are two amounts authorized by 
each title, military aid and economic aid. 

The major difference in general structure between the Senate bill 
and the House bill is that the House bill includes a separate title— 
title V—which creates a new agency to administer the whole program, 
except for strictly military matters. There is no such title in the 
Senate bill which places responsibility for coordination of the activities 
of the State Department, the Defense Department, and ECA in the 
Executive Office of the President. 


TITLE I-——-EUROPE 


Title I of H. R. 5113 authorizes $6.05 billion for Europe. This 
includes military and economic assistance for our NATO partners, 
economic assistance for Marshall plan countries that are notin NATO, 
and for Yugoslavia, and an unallocated amount for military assistance 
to countries with which we may conclude arrangements during the 
year justifying such aid. For reasons of legislative history, military 
assistance for Greece and Turkey is in title IJ.. It also includes au- 
thorization for basic materials development on a global scale. 

I believe that you are familiar with the reasons why so large a por- 
tion of our aid goes to Europe. In Europe we find the best foundation 
on which to build quickly military strength to add to our own. Its 
industrial and military power is an important asset to us, but to the 
Soviets its possession would represent an enormous expansion of 
strength at their weakest points. To deter attack on Europe, to be 
able to hold the line if attack should come, is thus of great importance 
to United States security. If Europe is to be held for the free world, 
it is necessary that her forces be large enough and equipped with the 
modern weapons necessary to meet the main strength of the combined 
forces of the Soviet Union and her European satellites. It is pri- 
marily the cost of these modern weapons that makes our aid to Europe 
so expensive. 

It should also be kept in mind that European countries are important 
gr in the fight against communism in many places outside Europe, 

for exampe, Indochina, Malaya, and Korea. Money spent in 
pes Fo Europe adds to the vigor with which these countries can con- 
tribute to the fight in these critical spots. Europe, in fact, is our 
principal ally in the struggle against Communist aggr ession every- 
where. If Europe falls, we will have ranged against us a combination 
so powerful in all the elements of war potential —manpower, produc- 
tion, raw materials, or strategic bases—that our very existence as a 
nation would be in jeopardy. 

Of the $5,028,000,000 in military assistance requested for Europe, 
56 percent is for ground forces, 31 percent for the air forces, and 13 
percent for naval forces. 

The principal purpose of European military aid is to help the North 
Atlantic Treaty countries meet the commitments they have made 
under the NAT “Medium term defense plan.” This detailed plan for 
the build-up of forces over the next 3 years is designed to provide 
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General Eisenhower with adequate and balanced forces for the defense 
of Europe. Each NATO country has agreed to furnish on specified 
dates a certain number of the ground, air, and naval units called for 
in the plan. 

The military aid figures before you will purchase equipment con- 
sidered by United States military officials to be needed from the 
United States to enable countries to meet their commitments under 
the plan on time, taking full account of the maximum capacity of each 
country to produce and pay for the weapons needed. Military mis- 
sions in each of the NAT countries receiving military aid are contin- 
uously reviewing country requirements, programs, and capacities for 
the purpose of keeping United States aid requests at the minimum 
consistent with adequate and timely force build-ups. 

A relatively very small proportion of the military aid figure—$30 
million—is intended for training European soldiers in American mili- 
tary methods and the use of American material. 

The economic program for Europe is relatively small compared 
to the military. The bill figure of $1,022,000,000 for economic aid 
represents a drastic cut from the original request of $1,675,000,000. 
The executive branch feels strongly that either figure is so low as to 
endanger the successful completion of defense plans under the North 
Atlantic Treaty. I hope this can be discussed fully with the committee 
when the hearings turn to specific title I problems. I would like to 
say now that it is a misnomer to refer to “economic”’ aid as though it 
were something quite distinct from “military’’ aid. Actually, in nearly 
every European country the military and the economic aid programs 
are complementary and are both necessary to achieve our goals. The 
military aid program will provide Europe with finished military equip- 
ment required to supplement European capacity. Its amount is lim- 
ited in many fields by current United States production capacity. 
Economic aid is necessary to enable the Europeans to utilize more of 
their productive capacity to meet medium term defense plan require- 
ments. This is necessary to meet our time schedule; it also gives us 
military equipment far more cheaply than if produced and paid for by 
us. The economic aid program also assists in maintaining sufficiently 
stable economies to support an expanding defense effort without weak- 
ening resistance to the constant pressure of Communist subversion. 

In spite of this great importance of economic aid, it has been pos- 
sible to reduce this year’s figure below last year’s. Several countries 
are not scheduled to receive any assistance this year, and the figures 
for other countries, with the exception of Greece, Turkey, Yugo- 
slavia, and Austria, have been cut in comparison with last year’s. 
Greece, Turkey, and Yugoslavia all have serious economic difficulties 
arising from a variety of causes including the expense of relatively 
large military establishments. Austria’s economic maladjustments 
arise from the fact that it is saddled with the burden of Soviet 
occupation. 

Turning now to other areas of the world which are of vital impor 
tance to our national security, | will outline briefly for you the pro- 
grams for the Near and Middle East, Asia, the Pacific, and Latin 


America, provided for in titles II, ITI, and IV, respectively, of H. R. 
5113. 
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TITLE II—-NEAR EAST AND AFRICA 


Title II provides $556.2 million of military and economic aid to the 
Near and Middle East and military aid to Greece and Turkey. In 
its approach to the Mutual Security Program, Congress has recog- 
nized the importance of this area, often called the crossroads of the 
world. No area has been more consistently the object of traditional 
Russian territorial ambitions, and none is more exposed to Soviet 
aggression today. In the free nations of the Middle East lie roughly 
one-half of the oil reserves of the world. 

Greece, Turkey, and Iran together form a shield against the thrust 
of possible Communist aggression from the north into the Mediter- 
ranean or Middle East. For military assistance to these three coun- 
tries, we request an appropriation of $396.2 million under title I] of 
the mutual security bill, roughly 50 percent for air, 45 percent for 
ground, and 5 percent for naval forces. As provided in that title, 
such an appropriation would also permit the launching of a modest 
program of military assistance on an impartial basis for the Arab 
States and Israel, to demonstrate our interest in their security and 
to assist them to maintain internal stability. 

The bulk of this military assistance program, of course, is intended 
for Greece and Turkey. The determination of both of these countries 
to resist any aggressor is clear. Both are devoting a very high propor- 
tion of their national income to defense purposes. In both countries 
the troops live uncomplainingly on a scale which by our standards is 
austere. They have proved ‘their superior fighting qualities in 
Korea. The aid now proposed will make possible the further stength- 
ening and modernization of these countries’ large and well-trained 
armed forces. By the United States proposal to admit Greece and 
Turkey into NATO, being discussed this week by the North Atlantic 
Council in Ottawa, we hope soon to integrate fully the planning for the 
use of these forces to defend the strategically important territories of 
these countries with current NAT planning. 

Military assistance is also needed for Iran to assist the forces in that 
nation, led by the Shah, to maintain internal security and at the same 
time to contribute to the integrated defense of the Middle East. In 
spite of the current difficult and grave situation in Iran, we do not 
propose simply to write off that nation and allow it to fall by default 
to Soviet subversion. 

For economic aid in the Near and Middle Eastern area we are 
requesting an appropriation of $160 million. 

Fifty million of this amount is the United States contribution to the 
United Nations program for the relief and resettlement of the Arab 
refugees from Palestine. Not only does this program represent a great 
humanitarian endeavor, but it is also an absolute necessity in terms of 
removing a potential source of unrest and a focal point for Communist 
subversive activity. 

An additional $50 million is requested for the assistance and relief 
of refugees coming into Israel, as authorized in H. R. 5113. Since this 
was not part of the President’s original proposal, no detailed program 
is available for submission to this committee, but there is no doubt 
that this sum can be put to excellent use. 

Of the remaining $60 million in economic aid requested under title 
II, approximately $3 million is proposed for programs in Libya, 
Liberia, and Ethiopia and the remainder probably will be divided in 
thirds, one-third for Iran, one-third for the Arab States, and one-third 
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for Israel. These programs are designed to assist these peoples to 
improve their standards of living by helping them to increase the 
productivity of their lands and to improve public health and sanitation 
and, in the case of Israel, to correct serious financial disequilibrium. 
Under this program we will be simultaneously demonstrating our 
interest in the welfare of these peoples and strengthening their will and 
ability to resist the false appeal of communism. 


TITLE III-——ASIA AND THE PACIFIC 


Title III of the bill provided $817.4 million for Asia and the Pacific. 
Again, I am sure it is unnecessary for me to emphasize to this com- 
mittee the importance of the area to the security of the United States 
and the free world. 

We are requesting a total of $535,250,000 for military assistance in 
this area. The distribution of the proposed assistance is approxi- 
mately 50 percent for ground forces, some 40 percent for air and some 
10 percent for naval forces. As in the case of the other military 
assistance programs, the bulk of the sums required are for matériel or 
end-item assistance, but there is also included a component for training 
purposes. 

Four countries will be the principal recipients of military assistance: 
Nationalist China (Formosa), the Philippines, Indochina, and Thai- 
land. The general objectives are to assist in assuring that the forces 
of nationalism are associated with the free world instead of with 
communism and to assist in the development of sufficient military 
power where needed to maintain internal security and to discourage 
aggression. In the case of Indochina and the Philippines the assist- 
ance being furnished is needed for current combat operations against 
Communist-led forces. 

For the economic assistance program in the title IIT area, excluding 
Korea, and after deducting $344,000 which is currently unobligated 
under the China Aid Act, we are requesting $237,156,000. Roughly, 
70 percent is intended for those six nations in which the ECA has 
been operating—Formosa, the Philippines, Indochina, Thailand, 
Burma, and Indonesia—and the remaming 30 percent for the south 
Asia area where no substantial programs have yet been undertaken. 

The economic-aid program on the island of Formosa is primarily 
intended to support the military effort and to offset its inflationary 
impact. The amount requested for Formosa is $81 million. In the 
Philippines, Indochina, and Burma the programs are very largely in 
the nature of point 4 programs. In the Philippines and Indochina 
considerable amounts are also required for the import of salable 
commodities, the proceeds of which in lecal currency will be used to 
meet the local costs of technical cooperation projects. The amounts 
requested for these States are: The Philippines, $32,000,000; Indo- 
china, $24,693,000; Burma, $14,000,000. The requests for Thailand 
and Indonesia are relatively small, amounting to $8,000,000 and 
$7,000,000, respectively, the programs being point 4 in nature, 
consisting of technical cooperation supplemented by necessary supplies 
to make it effective. Broadly stated, the objectives of the programs 
are to enable these states to increase the productivity of their areas 
and thus more effectively meet the legitimate needs of their people. 
They will thus combat any possible appeal which communism may 
have for people in the area. At the same time the programs will 
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help expand the supply of raw materials critically needed for our 
defense programs. 

The largest program proposed for south Asia is that for India, 
amounting to $54,565,000, almost all of which will be devoted to the 
agricultural development of the country so as to arrest the steady 
deterioration of its standard of living. A similar program, in the 
amount of $10,778,000, is proposed for Pakistan and small programs 
of a purely technical assistance character are included for Ceylon, 
Afghanistan, and Nepal. 

Title 111 also provides for the United States contribution to the 
United Nations Korean Reconstruction Agency (UNKRA). For 
this purpose an appropriation of $45,000,000 is requested which, 
together with the carry-over of $50,201,000, will make available a 
total of $95,201,000. 


TITLE IV--AMERICAN REPUBLICS 


Title IV of the bill provides for a military assistance and economic 
assistance program for Latin America. An appropriation of $38.15 
million is requested for military assistance of which 60 percent is 
intended for ground forces, 12 percent for air, 28 percent for naval 
forces. Again the bulk of the request is for material and a small 
portion for training. This proposed assistance is designed for the 
sole purpose of enabling certain Latin-American countries to under- 
take specific tasks in the defense of the hemisphere which the United 
States would otherwise itself have to undertake. The assistance will 
be made available only after the countries involved have by bilateral 
agreements with the United|States committed themselves to undertake 
these tasks. i 

The proposed economic assistance for Latin America will make it 
possible to carry forward technical cooperation programs of the 
point 4 type, which have been functioning with outstanding success 
on a joint basis and with steadily increasing contributions on the part 
of the Latin American countries concerned. The amount requested 
for these purposes, after deducting $4,347 from the conference com- 
mittee allowance, available under a previous appropriation, is 
$21,245,653. 

The various economic-aid programs which I have outlined also 
make provision for United States contributions to multilateral tech- 
nical cooperation programs in the amount of $13 million. These 
programs are carried on by the various specialized agencies of the 
United Nations, such as the Food and Agriculture Organization, the 
World Health Organization, the United Nations Technical Assistance 
Administration, and the Organization of American States. 

The subsequent witnesses will, of course, give you full data as to 
the amounts and purposes for which funds are requested and will also 
cover fully the other provisions of the two bills in which you may be 
interested. With this bird’s eye view of the program as a whole 
before you, the significance of the individual pieces can perhaps be 
brought out more clearly and seen in better perspective. We greatly 
appreciate, therefore, the opportunity to present to you this over-all 
view of what we believe to be a vital program to peace in the world 
and to the United States security. 

Mr. Gary. There are several questions that arise in my mind with 
reference to the statement. I think perhaps that most of them should 
be asked when we take up the individual countries. 
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MARSHALL PLAN COUNTRIES NOT IN NATO 


I notice, however, on page 2 of your statement you say: 


Title I of H. R. 5113 authorizes $6.05 billion for Europe. This includes mili- 
tary and economic assistance for our NATO partners, foonomic assistance for 
Marshall plan countries that are not in NA10. 

What are the Marshall plan countries not in NATO? 

Mr. Martin. Countries for which we propose assistance are Austria, 
Greece, Turkey, Trieste, and Germany. 

Mr. Gary. You have Greece and Turkey elsewhere, though. 
That is in title II? 

Mr. Martin. Military assistance for Greece and Turkey is in 
title II. Economic assistance is in title 1 because of the fact that 
they are members of OEEC, and there are various provisions in the 
ECA Act in past history that provide for the OEEC countries as a 
group, and we thought it appropriate to continue that way. 

Mr. Gary. You have Greece and Turkey in title I so far as economic 
aid is concerned, and in title II for military aid? 

Mr. Martin. That is correct, sir. 


AID TO ISRAEL 


Mr. Gary. I notice on page 8 that you state: 

An additional $50 million is requested for the assistance and relief of refugees 
coming into Israel, as authorized in H. R. 5113. Since this was not a part of the 
President’s original proposal, no detailed program is available for submission to 
this committee, but there is no doubt that this sum can be put to excellent use. 

The President did not propose that aid to Israel? 

Mr. Martin. He did propose aid to Israel of a different character, 
which is referred to at the bottom of that page as a part of the $60,- 
000,000 in economic aid under title I]. The House added this 
$50,000,000 specifically for the purpose of aiding refugees coming into 
Israel from other countries. 

Mr. Gary. The Senate left it in the bill? 


Mr. Martin. It is my understanding that the Senate modified the 
total amount for economic aid to title II, but did leave in the bill a 
fund for this purpose. 

Mr. Bissell, perhaps you care to clarify that. It is my impression 
that they cut the fund from $50,000,000 to $40,000,000, or implied 
in the record that it would be cut. 

Mr. Bissett. I believe that is correct. 

Mr. Martin. Their figure was $160,000,000 instead of $175,000,000 
for the area as a whole. 

Mr. Gary. The proper place to discuss that is when we reach that 
item. Probably by that time we will hav e some clarification of it by 
the conference committee. 

Mr. Martin. I am told that the $50,000,000 was specified in the 
Senate for this purpose. I was incorrect. 

Mr. Gary. So the S 
House bill. 


Have you attempted to work out a program for that amount? 

Mr. Bissett. That will be under the State Department, Mr. Chair- 
man, and I understand no program has been developed as yet. 

Mr. Martin. That is my understanding, sir. 


Senate approved the amount appearing in the 
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ASSISTANCE TO LATIN-AMERICAN COUNTRIES 


Mr. Gary. On page 11 of your statement you say: 


This proposed assistance is designed for the sole purpose of enabling certain 
Latin-American countries to undertake specific tasks. * 


Will you name those countries? 

Mr. Martin. I cannot name the countries offhand with which we 
have technical cooperative arrangements. I would like to put that 
in the record, if I may. That can be secured from page 76 of the 
document which has been submitted to the committee, “Mutual 
security program estimates, fiscal year 1952.” 

Mr. Gary. What countries are they? 

Mr. Martin. Bolivia, Brazil, Chile, Colombia, Costa Rica, Cuba, 
the Dominican Republic, Ecuador, El Salvador, Guatemala, Haiti, 
Honduras, Mexico, Nicaragua, ‘Panama, Paraguay, Peru, Uruguay, 
and Venezuela. 

Mr. Gary. Mr. Rooney, do you have any questions with regard 
to the general statement? 

Mr. Rooney. Not at this time. 

Mr. Gary. Mr. Bates? 

Mr. Bares. No. 

Mr. WicGLteswortnH. Mr. Chairman, this statement is largely 
generalities. 

Mr. Gary. This statement was presented at my suggestion to give 
us an outline of the entire program, and that is the reason I have not 
asked any more questions on it. I think the questions will necessarily 
arise when we take up the individual items, but I did think that it was 
well to have in the record a general statement outlining the entire pro- 
gram as set forth in the authorizing legislation and as set up in the 
appropriation bill. It was not intended to be a detailed factual 
statement. 

Mr. WicGLeswortH. At some time I want to ask some general 
questions about the amount of the request. At some time I want to 
ask some general questions about the military aspects of this request. 
At some time I want to ask some general questions about the economic 
aspects of this request. I do not know just how you propose to take 
the matter up for consideration. 

Mr. Gary. We will now go immediately into the consideration of 
the various titles and general statements will be presented with respect 
to each title. The statement just concluded is an outline rather than 
a general statement. 

Mr. WiaGLeswortu. Let me ask you a few questions here. 


AMOUNT OF OVER-ALL REQUEST 


You made a statement, Mr. Chairman, about the over-all request 
here which did not exactly square with my understanding. I under- 
stand that the military over-all request—and somebody correct me 
if this is not correct—is $6.042 billion as compared with $4.464 bil- 
lion in the past fiscal year and with $1.048 billion in the fiscal year 
1950. 

Mr. O'Hara. The military program for the fiscal vear 1952 totals 
$5,997 ,650,000, as requested here. In addition to that cash appro- 
priations of $44,476,271 are requested for liquidation of contract 
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authority granted in prior years on which contracts are now out- 
standing. 

Mr. WieGLeswortH. Which gives a total of $6.042 billion that I 
referred to. 

Mr. O’Hara. Correct. The appropriations authorized for military 
assistance in 1951 amounted to $5,222,500,000. In 1950 the appro- 
priations authorized amounted to $1,314,010,000. 

Mr. Wiaeieswortn. I understand then that the over-all figure 
which you expect to have available for the fiscal year 1952 is $6.758 
billion, which compares with $4.464 billion for the fiscal year 1951 
and with $1.048 billion for the fiscal year 1950; that the sum you con- 
template having available under economic assistance in the fiscal year 
1952 is $1,542 billion as compared with $2.749 billion in the fiscal year 
1951 and with $4.147 billion for the fiscal year 1950, which gives you 
over-all totals for the fiscal vear 1952 of $8.300 billion for the fiscal 
vear 1952 compared with $7.214 billion for 1951 and $5.195 billion 
for the fiscal year 1950. Is that correct or not? 

Mr. O’Hara. Yes. 

Mr. Wiaeteswortu. The figure of $8.300 billion for the fiscal year 
1952 includes a carry-over of $816,000,000 from the fiscal year 1951. 
It does not, however, include a total of $44,476,271 which you request 
for the purpose of liquidating existing obligations. 

Mr. O’Hara. That is correct. 

Mr. WiaG@Lteswortu. So, if you add that figure in, you are going 
to have a total of $8.344 billion available for the fiscal vear 1952. 

Mr. O’Hara. Yes. 


OBLIGATIONS AND EXPENDITURES, 1951 


Mr. WiaGieswortH. Do you know how much of the sum available 
for the fiscal year 1951 for military purposes has actually been 
obligated? 

Mr. O’Hara. The amount shown, $4.464 billion was obligated as 
of June 30. Since that time there has been approximately—— 

Mr. WiaGieswortH. How much has actually been expended? 

Mr. O’Hara. Expenditurs as of June 30, $914,413,700. 

Mr. WiaeiesworrH. And of the amount available for economic 
assistance, how much has been obligated? 

Mr. Bisse.u. The total is $2,749,776,000 that has been obligated. 

Mr. WiaeieswortH. How much has been expended? 

Mr. Bisseuu. I can obtain that figure for you for ECA funds that 
are included here, but not, | believe, for the others. 

Mr. Wriaeiteswortn. Has anybody that figure for economic 
assistance as a whole? 

Mr. Martin. We will have to supply that for the record. 

(The information is as follows: ) 


Total 1951 expenditures for economic program are $3,026,236,200. 


Mr. Wiacieswortu. And the respective carry-overs, how much 


for the military? 
Mr. O’Hara. On the military, $759,667 ,825. 
Mr. WiceieswortH. How much for the economic assistance? 
Mr. Bissevu. $57,059,481. 
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Mr. WicGieswortH. That is all economic assistance? 

Mr. Bissevu. All economic assistance, sir. 

Mr. Wiae.eswortu. I wish that you would furnish for the record, 
(a) for the military and (b) for economic assistance, in parallel col- 
umns—the obligations and the expenditures by months. 

Mr. Gary. Right there, Mr. Wigglesworth, in supplying that 
information are we not going to want a breakdown of it for each 
country so that when we get into a consideration of each country we 
will have it? Why not ask for a table covering those questions as to 
each country and then we can have the total. 

Let me say here that it has been suggested that we proceed with 
these hearings and put all the information in the record and then 
give the various departments the right of eliminating what they con- 
sider should be off the record. I understand that plan has been tried 
by the Armed Services Subcommittee and they found that the record 
was so changed by eliminations that it did not result in a very satis- 
factory record. We will, therefore, follow our general policy of per- 
mitting witnesses to talk off the record, and then after the record is 
transcribed each department can go through it and if they still find 
there is testimony which should not be included they can suggest the 
proper eliminations. In that way the record will not be so completely 
cut to pieces. We do not want to give out any information that will 
be detrimental to our national security, and the committee wants to 
work very closely with the departments in keeping out of the record 
any such material. We do feel, however, that it will be better to 
leave out a lot of it in the first instance. We will have some discus- 
sions off the record in the committee, and then you will still have an 
opportunity to go over the record afterward. 

Mr. WieGcLeswortu. I would like to ask that there be furnished for 
the record, either at this point or at such point as the chairman thinks 
desirable, a table which will show in parallel columns the monthly 
obligations and the monthly expenditures separately for military 
assistance and for economic assistance by titles with totals to give 
the over-all picture for the fiscal year 1951, and as nearly down to date 
in fiscal year 1952 as is possible. 

I understand that the military assistance is intended for 12 NATO 
countries and that the economic assistance is intended for 12 NATO 
countries plus 5 other countries, namely, Austria, Greece, Turkey, 
Trieste, and Yugoslavia. 

Mr. Martin. May I just correct that? I do not believe that is 
quite the way it is going to work out. Germany should be added to 
the list of non-NATO countries for which there would be economic 
assistance. 

Mr. Wice.teswortu. If this request .is approved to how many 
countries will economic assistance be extended? 

Mr. Bisseiu. According to our present plans, it would be extended 
to 11 countries. 

Mr. Gary. I think when we get to the country aid that will come 
under the titles. 

Mr. Wiee.eswortn. You will furnish that table for the record? 

Mr. Bisseuu. Yes. 
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(The information is as follows:) 


Mutual Security Program—Obligations and expenditures ' 
ALL TITLES 1951 





{In thousands of dollars] 








| 
| Military assistance 
\. 


Economic assistance 


Total, MSP 


















































Month | | | 
| Obliga- | Expendi- | Obliga- Expendi- Obliga- | Expendi- 
| tions tures | tions tures tions tures 
j i 
| 
1950—July _- 240, 585.8 | $14, 248.4 mY $100, 044.2 | $213, 733.3 | $340, 630.0 $227, 981.7 
August 62,511.8 | 32,880.5 | 102,097.1 745.1 | 164,608.9 | 235, 625.6 
September. | 476,500.1 | 34,277.5 | 130, 280.4 | 232,232.5 | 606,780.5 | 266, 510.0 
October |2183,725.4 | 71,794.8 524, 830.2 | 250,174.8 | 341,104.8 |  321,969.6 
November | 319, 650.9 | 56,177.7 | 171, 118.1 | 225, 144.4 | 490, 769.0 | 281, 322.1 
December. 53,085.8 | 57,052.6 | 265,685.7 | 199,865.0 | 318,771.5 256, 917. 6 
1951—January | 660,407.9 | 77,410.7 | 242,000.0 | 249,988.7 | 902,497.9 |  327,399.4 
February 469, 916.5 74,094.3 | 85,511.2 | 210,225.4 | 555, 427.7 293, 319.7 
March 142, 591.3 | 70,1241 | 185,220.1 | 231,813.5 | 327,811.4 | 301, 937.6 
April. ... 292, 021.0 | 103,893.1 | 153, 261.2 | 230,706.4 | 445, 282.2 | 4, 599.5 
May 1,092, 349.1 | 205,452.1 | 486, 676.3 | 264,006.6 |1,579,025.4 | 469, 458.7 
June... | 888,478.2 | 117,007.9 | 302, 962.0 | 506, 600.5 1, 141, 440. 2 823, 608. 4 
Total, fiscal year 1951/4, 464, 373.0 | 914, 413.7 |2, 749,776. 5 5 (3, 026, 236.2 |7,214, 149.5 | 3,940, 649.9 
July 1951 | 36,363.0 | 119,975.9 | 163,472.0 | 239, 743.4 199, 835. 0 | 359, 719.3 
TITLE I, 1951 
| } y 
1950—July - _.| $231, 865.0 | $10, 241.4 | $97, 957.8 | $208, 661.3 | $329,822.8 | $218, 902.7 
August. | 41,517.4 | 19,780.0 | 84,342.4 | 200,726.4 | 125,859.8 | 220, 506.4 
September 462, 817.2 | 29, 854.3 | 125, 609.1 | 231, 533.8 426.3 | 261, 388.1 
October 2—204,645.1 | 53,850.4 | 494,768.2 | 246, 581.9 123.1 | 300, 432.3 
- November... 261, 399.9 | 36,020.1 | 169,696.0 | 218,819.7 | 431,095.9 | 254, 839.8 
December. . . | 0,422.0] 33,772. ‘ | 209, 309.0 | 171,650.7 | 219,731.0 | 205, 423.1 
1951—January - | §89,577.6 | 56,587.5 | 244,746.1 | 231,368.3 | 834,323.7 | 287, 955.8 
February | 425,966.3 | 45, 652. ‘ | 70, 585.8 | 219, 863.4 | 496, 552.1 265, 515.8 
March 120, 299.9 | 54,6102 | 171,930.2 | 217,353.0 | 202,230.1 | 271, 963.2 
April. 225,104.2 | 75,764.0 | 125,416.3 | 222,745.7 | 350,520.5 | 298, 509.7 
eay ‘ 909, 392.1 | 118,939.9 | 457,738. | 252,869.5 |1,367,130.6 | 371, 809.4 
June | 687, 475.6 | 98, 331.7 | 240, 496, & 501, 129.2 | 927,972.4 | 599, 460.9 
|- Be carton std “® cs 
Total, fiscal year 1951.|3, 761, 192.1 | 633, 404.3 12, 492, 596. 2 (2, 923, 302. 9 \6, 253, 788.3 3, 556, 707. 2 
July 1951... 40, 560. 6 | 101, 229.9 | ” 136, 039. 6 | 231, 390.9 | 176, 600.2 | | 332) 620.8 
TITLE II, 1951 
| j | | 1 
1950—July _-| $3,690.2 | $1, 455.7 | | $3, 690.2 $1, 455.7 
August 641.0 | 2, 552.2 | } | 641.0 2, 552. 2 
September 879.0 | 3,237.1 | 879.0 3, 237.1 
October 19,038.0 | 12, 359.4 | | 19,088.0} 12, 359.4 
November 11,012.5 | 11,724.5 | | 11, 012.5 11, 724, 5 
December 1,040.3 | 11,994.2 | $21, 230.4 | $19, 351. 7} 22,270.7 31, 345.9 
1951-—January - 60, 702.6 | 10, 355.0 69.7 12.8 60, 772.3 10, 367.8 
February 18,449.2 | 18, 894.6 | 148.9 | 98.6 | 18, 598.1 18, 993. 2 
March 10,929.1 | 9,935.1 | 5,413.5 | 5,208.5) 16,3426 15, 233. 6 
March 31, 143.4}  14,017.6 | 225. 2 | 90.1 | 31, 368.6 14, 107. 7 
May | 76,319.5 | 13,961.6| 3,824.1} 3,181.4! 80, 143.6 17, 143.0 
June | 358,850.3 | 11, 728.2 2,099. 5 362.1 i 60, 949.8 12, 090, 3 
Total, fiscal year 1951. 202, 695.1 | 122, 215.2 | #33,011.3 | 28, 395.2 | 325, 706.4 | 150,610. 4 
July 1951... | (7,679.6) 10, 069.3 | 5340.3 | 1, 082. 3 | (7, 339. 3) 11, 151.6 
| t | 











' Figures reflected herein and accompanying supporting tables have been adjusted by function and title 
to conform with the appropriation structure proposed for 1952. 

? Decline in obligated funds during the month of October resulted from the inability of Government- 
owned plants to fill Army and Air Force orders previously approved. 

§ Includes $852.2 reimbursables. 

4 Monthly figures not available prior to December fer Act for International Development Program which 
is anew agency created in 1951. Therefore, all figures for this title for the first 6 months are shown as Decem- 
ber obligations and expenditures. 

§ Because of procedural changes and delayed negotiations with other governments, the obligations are 
understated by an indeterminable amount. 
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Mutual Security Program—Obligations and expenditures \—Continued 
TITLE IV, 1951 





Economic assistance 

















Month - eee 

Obligations Expenditures 

1950—July = RRS SRE eta a re Cae. Reena C8 Oe Se 
nn nn tonnes scnondeciicnniceaipeedsminantas Seannakwidiannicdbaiee TE b chan oee hits terbiwenas 
September win oasknkvomnabisidiindths sesetieiibekondsbGmdghintteibalaaikakbe ea made |---------------- 
October Ne ee et TRG A A SE RI AE Ee ; 
November . sic cin capi cs aca oan eas tote crete tal tits pid lb eenca bral ptoencn te tacit | hcareke doa tensicsnt 
NS PEE sal acieied tc tciininag ios inceniploaeanie aos $8, 027. 9 | $2, 471.1 
RES RRN RD OI SI ee nee y cee er RR Ra 750.7 | 1, 263. 0 
SS ISIE ES SIR SS EARLE IIE AE ES EE EES 516.2 | 154.4 
March : papaliaks i“ 358.3 | 88. 5 
ERIS AR SRO RE ON 1, 321.5 | 1, 646. 2 
SESE Re ST i EOIN SVEN RE TET: 212.3 | 269. 6 
June......- ig bested ii eawesueesntancde thus 2,175.1 | 452.8 
Total, fiscal year 1951 Fotos bin aia iain eae tice peepee eae ® 13, 362.0 | 6, 345.6 

Wiglies TI dic dba bine notin ccna enannne ea inh anteen Mab ngadnsennieaenen 5393.1 | 2, 504. 2 





1 Figures reflected herein and accompanying supporting tables have been adjusted by function and title 
to conform with the appropriation structure proposed for 1952. 

$ Because of procedural changes and delayed negotiations with other governments, the obligations are 
understated by an indeterminable amount. 

* Monthly figures not available prior to December. Therefore, all figures for this title for the first 6 
months are shown as December obligations and expenditures. 


COUNTRIES TO RECEIVE MILITARY AND ECONOMIC AID IN 1952 


Mr. WicGiesworrx. Will somebody furnish for the record the 
names of the countries to whom military aid will be extended and 
(b) to whom economic aid will be extended on the basis of the requests 
before the committee? 

Mr. Bissetu. We will furnish that, sir, and I should note that the 
countries to receive economic aid, together with suggested amounts, 
are given on page 19 of this document, for title I, in Europe. 

Mr. Gary. We will insert that into the record at the proper place 
when we take up title I. 
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q Countries to receive military and economic aid, fiscal year 1952 
Ye 
4 | ely ay 
5 “4 Mili- | Eco- | “ . | Mili- | Eco- 
: Country tary | nomic | Country tary | nomic 
| | 
TitLe I—EvRore } Tite II—Asia AND Paciric 
aac Oe ee : 4 oF Afghanistan - xX 
Belgium- SEE. be Sen! eae are oy 
; Denmark... : Pee te. Ge ae gy he Se Pk 
€ France a | xX A) Pormoss... x xX 
: Germany (Federal Sepaalien. ba emit: oat | X || India re’ xX 
Greece....-...=- : Ps ae | Indochina -- xX xX 
OS SE eres: | a || Indonesia__..-_-~-- x xX 
Italy. ---- 3 Ee _ ts ae || Korea....--- x. ETES 
Netherlands heubghabwdamascc eek TCR | ame Ui "SAS OR an eee: ‘ x 
Norway... ...-.-....-- MEP TB SS EE Ce Ae Ge i cecal . - 
Portugal__. pM Se EE eS ere rs fee: | ReeatS 8 | ee x xX 
Turkey_..- inci maaemipel . x RSS eer eae ae xX xX 
United Kingdom.. fii viwed ‘ : | 
i Re Pee |} X || Tirne IV—AMERICAN REPUBLICS 
TitLE II—NEAR EAST AND | \ Bolivia : x 
AFRICA | | || Brazil. xX x 
Egypt...... Be ian ainide ee || Chile ; bs xX 
: Ethiopia. - - rece ee bh Colombia... x xX 
4 YL SE SEE RS a es ; pe ¢ . || Costa Rica. _- jankneiniel Sin ad xX 
% LEE ee See eee Sen ee OR |} Cuba ne ES ae i oe X 
; RNS eR ee ae _..|..-----| X || Domican Republic. eaoshaiag Sib paite x 
: Mies decascsassubad oe peietakage ka | X || Ecuador é x 
3 MIN ocssyprinnaneoucknk : | paainaiees Te ee ee eee enna ‘ x 
5 BIEL, oven tutditatb.caese laceagnel Bes: 1 AE, ccc ecicewians Jute xX 
4 Rc weeude bikes cas teeake Spolewenbhibed xX } Haiti_- sion a xX 
4 RN diese win cliches ied). dea SNRs csesnnpiiacteniithn bapa tedden oki ee 
; Saudi Arabia--_---_- Bes Sel =| Gino | XX || Mexico nat en ets: Soe ee ie 
} Pichi cdobidieldlics Swen ch ucwnbuucabel lab DO RES REPOS Oe Oe BA? ‘ Tet 
3 arith dbeisscsyecapinansnds ics i a & || Panama.....-...-- : tx 
: RE SSR ee Shien eb NN crs 5 ee i ae i -_. 
i 1S ae SEE Se Pe ee xX X 
¢ EE vachiseckiunshiaeicnceneait, ae, t. ° a 
: BO nee een ee eet cen ee eee 
N | 
i ! Greece and Turkey receive economic aid under title I. 


X denotes type of assistance. 
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TITLE I—EUROPE 


Mr. Gary. We will now take up title I of the bill, and at this point 
we will insert in the record page 10 of the justifications. 
(The justification table referred to is as follows:) 


Title 1—Military and economic assistance—Comparative summary of obligations, 
by functions and activities 





Function and activity | 


| 
| Actual, 1950 | Actuul, 1951 | Estimate, 1952 
ee ee ees | 


























} j 
Military assistance | 
Matériel... __- juaritihacnac a banaidcttean dees. : $830, 085, 197 | $3, 693, 480,424 | $5, 510, 996, 790 
Training.. ic sape aulihenewteebyeallitp bicedaol dateneacaniie wide asl 4, 255, 512 | 38, 367, 152 30, 256, 443 
DENI. eo es -| 6, 413, 139 | 29, 344, 569 53, 000, 000 
Total direct obligations (military) - -.- me 840, 753, $48 3, 761, 192, 145 5, 594, 253, 233 
Add request for cash to — prior years’ con- | } 
tract authority ____- PRUE A Raepeteream samen es OME. Sea» 44, 476, 271 
Deduct carry-over from 1951- RS Cs TEASE, ER soce~o<|insbusdenlusinene 566, 253, 233 
Appropriation request (military) ...............-- ee Ee OR SR 5, 072, 476, 271 
Economic assistance: 
Country aid... ._..... ra _.---+-.--------| 3,982, 862,992 | 2, 094, 784, 388 938, 291, 000 
EPU capital fund. eS en Eee Me sdetanae 350, 000,000 |_..__. ene. 
Technical assistance ___- SR eas) RES. 12, 999, 729 | 13, 407, 711 20, 000, 000 
Rilateral technical cooperation _..._...-.----.----- 1, 460 | EY er eres 2 
Multilateral technical cooperation . - ---- pats Seaside, ality bo @-dtamtedioamiads 342, 000 342, 000 
Ocean freight voluntary relief packages --.___- ee: 8, 005, 977 | 3, 647, 740 2, 700, 000 
Basic materials development. eran nists aaa bh nansaiss 17, 280, 500 | 7, 064, 108 38, 325, 000 
Confidentiai funds __- 6, 118 | 10, 521 50, 000 
Administration __- 18, 197, 505 | 22, 860, 768 23, 675, 000 
Total direct obligations (economic)... _.__. cae th 039, 354, 231 j 2, 492, 596, 161 | 1 | 1, 023, 383, 000 
Deduct carry-over from 1951 pines ateinle chink saad chattels aepiate € sala Meaaneae oat — 1, 383, 000 
SE SII OCD ois oo Son inn ed oti even ct pean be | 1, 022, 000, 000 
—— << —-|—— ee 
Total obligations ; 880, 108, 129 6, 253, 788, 306 6, 617, 636, 233 
Add request for cash to liquic date pri or years’ con 
tract authority... : mo Tes ' TS isicDadaneaee es | 44, 476, 271 
Deduct carry-over from 1951......______ FS os ae SR aes | —567, 636, 333 
S|) LN Mra. SE: MRM Mrre es. ees: ne 094, 476, m1 








Note.—Oblizations have been adjusted t » conform with the appropriation structure 


i by functions and title t 
proposed for 1952 


Mr. Gary. Title I deals with Europe, and, Mr. Martin, I under- 


stand that you are going to give us a general statement at this point 
on*the situation in Europe. 


GENERAL STATEMENT 


Mr. Martin. Yes. Thank vou. 


I hope it will not be too general 
and not too long. 


I do not want to talk in detail about any of the facts and figures. 
General Olmsted and Mr. Bissell will cover those. I do not want to 
talk in general terms about our objectives in Europe with which I 
think vou are generally familiar. 


There are two aspects of the program with which we in the State 


Department are concerned and which I think may be of interest to 
the ‘committee. 


DEPENDENCE OF SUCCESS OF PROGRAM UPON MORALE OF EUROPEAN 
PEOPLE 


It is our feeling—and this has been expressed a number of times 
by General Eisenhower—that the success of the program which we are 
trying to undertake in Europe—and thereby the justification for the 
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equipment and the funds that we propose to make available to 
Europe—will be dependent upon the morale of the European peoples; 
their willingness to make sacrifices and do their -part of the job; 
their willingness to fight in case we should have to fight. 

I want to report on how we look at the situation in Europe from the 
standpoint of morale; what progress we have made; what the prospects 
are for the future that will justify the program we have embarked 
upon here. 

Our feeling is that morale is dependent upon three things. First, 
the people must have a feeling that there is a reasonable prospect that 
the job they are doing will succeed; that the effort they are making is 
worth while. Second, the must have a feeling that if sacrifices are 
called for now, those sacrifices will result at some future date in better 
living conditions and in a better life for them. Some of the Europeans 
have said, ‘‘We need to be able to see light at the end of the tunnel.” 

Third, there must be at least tolerable living conditions if morale is 
to be maintained. 

When these conditions are not present, we have poor morale and 
it is not difficult to see it. It is reflected in the Communist vote and 
the success of the Communist-led strikes. It is reflected in newspaper 
attitudes and statements. It is reflected in the influence of people that 
have been called neutralists; people who prefer to stay out of the 
struggle and let the United States and the Soviet handle it as being 
none of their business. In many cases the neutralists, as we see them, 
shade over, blend rather indistinguishably into people who are “yes, 
but-ers.’’ These are the people who say, ‘Yes, it is a good program, 
but we cannot do anything about it now; we cannot do this or that. 
We are for you, but we cannot help you.”’ 

These things are all reflected in governments that are weak and 
unstable and unable to take firm, aggressive, forward measures. 

On all these points we think the present situation is relatively good; 
that it shows marked improvement over the past several years, particu- 
larly over the past year, and that the prospects for the future are such 
as to justify the contribution we are making to assist them in carrying 
on this program. 

With respect to the Communists, there has been, as has been re- 
ported in the press and in the committees of Congress, a marked 
reduction in Communist voting strength and in Communist seats in 
parliaments over the past 4 years, particularly since the initiation of 
the Marshall plan. There has also been, as another interesting side 
light on this, a rather marked reduction in the number and in the 
circulation of Communist newspapers; something which has caused 
considerable embarrassment to the Communists from time to time. 
The success of their program to a considerable extent is dependent 
upon their ability to spread information about their views in the press. 

For example, between 1946 and the most recent figures which we 
have, the circulation of the leading Communist papers in France has 
fallen from 876,000 to 379,000. In the Netherlands it has fallen 
— 400,000 to 115,000. In Norway it has fallen from 40,000 to 
20,000. 

We think that those are significant indications of the interests of 
the people in Communist views. We attribute these developments 
to three major things. 
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One is the economic well-being which has been created largely 
through the Marshall plan. Second, has been the increasingly aggres- 
sive acts of the Soviets, which have revealed clearly what they are 
really up to. Finally, the Western European governments have 
taken an increasingly strong position against internal communism. 
All of these things have been encouraged and stimulated and to some 
extent almost created by the leadership of this country. 

This last spring two events caused great concern in this country 
and raised doubts as to whether we were winning this battle. I refer 
to the French and Italian elections, at which larger Communist 
votes were cast than most people expected. 

We have naturally given a good deal of attention to those elections 
and the significance of them. To the best of our knowledge they do 
not reflect—and we think we have reasonably good information on 
this—an increase of anything like real Communist strength in Italy 
and France. The situation in both of those countries is one in which 
there is a relatively small hard core of Communists, but in which, 
as things now stand, there is a large body of the population which is 
not satisfied with the way things are going and which wishes to 
register a protest vote. These people really do not wish to see the 
Communist Party in power, but wish to protest against things as they 
are. The only way they feel they can protest is to vote for the 
Communist Party. That is partly because all of the other left-wing 
parties are now members of the coalition government. Consequently, 
you cannot vote Socialist in France or Italy, which might have been 
the traditional method of protesting, because the Socialists have been 
participating in the government against which you wish to protest. 

What we have here, as we see it, is not a reflection of 5 million 
Communists in France, but a reflection of something under 1 million 
“hard core’? Communists, and several million other people who are 
dissatisfied with economic conditions in those countries and wish to 
register a protest. 

The Marshall plan has on the whole succeeded—and I think Mr. 
Bissell will elaborate more fully on that—in restoring a sound balance 
of payments condition in most European countries. Nevertheless, 
partly because of heavy rearmament programs, the countries them- 
selves have not succeeded vet in raising the general standard of living 
of the population and giving the people the hope for the future which 
would enable them to feel that the situation was satisfactory. 

This is a serious situation. Even though it is not a situation which 
threatens Communist take-over in any sense, it is one to which we 
have to give attention, and it is a warning that there is still a large 
element of the population which is dissatisfied with present condi- 
tions, and which can be appealed to by the Communists. It is a 
warning against trving to press down their level of living too much 
further as part of the rearmament effort. 

The neutralists have lost strength rapidly, particularly in the past 
vear. In the last election in France not a single neutralist was elected. 
Nearly all of the principal French neutralist newspapers have gone 
over in the last vear to a pro-United States position. 

The causes for this are essentially three. First, Korea exposed more 
blatantly than ever before the willingness of the Soviets to use force 
to achieve their ends, and made it clear to the neutralists that they 
could not hope to get away with staying on the sidelines. This same 
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thing has also affected the “yes, but-ers” and has made them realize 
that the time to really knuckle down has in fact come. 

The United States reaction to Korea has been reassuring to Europe. 
It has made clear that our leadership is firm, and that there is strength 
in the Western World, and that we are not dealing with a hopeless 
task, which many of the neutralists felt was the case. 

A second important factor has been the appearance of Eisenhower 
in Europe. We have had a great many indications from many sources 
of the influence of his appomtment on the neutralists and the ‘yes, 
but-ers.” They felt that the job was not really capable of being 
done, and therefore that there was no use of making sacrifices. They 
know that Eisenhower did not seek the job. They know of his rec ord, 
and they know of his success, and if he is there they feel he is there 
because he feels the job can be done and can succeed, and under his 
leadership there is a real prospect of success. It has had a stimulating 
effect throughout Europe. 

A third factor has been the increasing flow of weapons, both from 
European production and, even more importantly, from United 
States production. As the weapons have arrived and as the Europeans 
realize that they have something with which to fight, their feelings 
that they can do the job and resist aggression if it comes have increased 
enormously. 

So far as the governmental positions are concerned, these changes 
in attitudes on the part of the neutralists and the Communists have 
been reflected in stronger governmental positions on the issues of 
concern to us. Many of the governments are coalition governments, 
and are not as strong as we would like, perhaps, from this standpoint; 
but on the other hand throughout the changes which have taken place, 
they have followed consistent foreign policies and have supported 
basic United States objectives. Their domestic policies have been 
increasingly firm in checking local Communists and holding them 
down. The democratic political parties have greatly improved their 
organization against communism. This is evidenced particularly 
by the fact that, despite the large votes in France and Italy this last 
spring, the C ommunists lost very heavily where it really counts, 
namely, in getting elected to office. In France, the Communists 
lost heavily in the Parliament, and in Italy they lost control in the 
provinces and towns, largely because the non-Communist parties 
are now strong and well-organized to defeat the Communist bid for 
positions. 

I think, also, that the success of the Organization for European 
Economic ‘Cooperation and the success we have had to date, although 
still far from complete, in NATO, and the creation of the SHAPE 
organization under General Eisenhow er, and the Schuman plan, 
initiated by the French and carried through largely by them to a 
point near ratification, have all been very important indications of 
the strength of European Governments. In addition, there is the 
proposal of the French for a European defense force for the European 
countries, which those countries are now actively considering and 
making progress on. These bold programs are not acts of weak 
Governments, but of strong Governments looking toward and building 
for the future. They seem to us to be an additional indication that 


these are Governments with which we can work with a real prospect 
of success. 
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In all of these actions the positions taken by the United States, 
the leadership we have shown, the aggressive positions we have taken, 
and the understanding we have shown of European problems, have 
been, I think, the major over-all contributing factors in the build-up 
of European will to resist and willingness to make sacrifices for the 
future. It is important that it be maintained. 

With this prospect of constantly improving morale before us, it 
has seemed to us worth while from a political standpoint to go ahead 
with our investment and with the program in the title I countries. 


BASIC OBJECTIVES FOR PLANNING PROGRAMS 


I would like to outline very briefly for you the basic political-mili- 
tary objectives which have been the basis for planning these programs. 
MEDIUM-TERM DEFENSE PLAN FOR NORTH ATLANTIC TREATY COUNTRIES 

So far as the North Atlantic Treaty countries are concerned, our 
basis, of course, is the medium-term defense plan, drawn up in the 
North Atlantic Treaty Organization. The plan is under a process of 
fairly continuous review and reexamination, designed to improve its 
ability to create adequate defense at the lowest possible cost. That 
plan prescribes the forces which are needed at the time when they are 
needed. Countries have made commitments under that plan as to 
what they will contribute. We have drawn up our program of mili- 
tary and economic aid as the program which is required to meet these 
commitments. These commitments are not all we need. We have 
under further examination additional measures which are necessary 
to meet the total bill. 

In this connection I would like, Mr. Chairman, if I might, to go 
off the record briefly, to indicate what the current situation is in terms 
of this North Atlantic Treaty planning, which is still in the process of 
Will this be agreeable with the 


discussion at various levels. 
committee? 
Mr. Gary. Entirely so. 


Mr. Martin. The economic parts of the program are, of course, 
geared directly into this medium term defense plan. Each country 
has made commitments and drawn up 


ents and ip a defense program designed to 


; oe ; 
iscussion Of the record 





enable it to meet its commitments on schedule. The economic part 
of the program for NATO countries is 


required to enable each country 
to carry out that program 


BILATERALLY DEVELOPED DEFENSE PLANS FOR GREECE AND TURKEY 


To turn to Greece and Turkey, the economic program there is 
geared now primarily to bilaterally developed defense plans, since 
these two countries are not now members of the North Atlantic 
Treaty Organization. Greece and Turkey are poor countries, but in 
important locations. They also have good soldiers. We have 
proposed that they be drawn inte the NATO set-up, so that economic 
support for the Greece and Turkey program will eventually be merged 
into the whole North Atlantic Treaty support program. 
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AGREEMENT WITH GERMANY 


With regard to Germany, during the past week we have made real 
progress in reaching an agreement which will permit a political under- 
standing with Germany and a German contribution of forces. The 
economic aid in title I provides for the support of a German economy 
which is already helping materially in the NATO effort, particularly 
by supplying the costs of occupation forces in Germany, which are 
me a part of the SHAPE forces defending the North Atlantic Treaty 
area. 

The Germans are also providing matériel for the European North 
Atlantic Treaty countries, and we hope before the year is out they will 
be supporting German forces themselves. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


ECONOMIC AID PLAN FOR YUGOSLAVIA 


Mr. Martin. With respect to Yugoslavia, we are proposing at this 
time a specific program for economic aid only. I think the Yugoslav 
question has been ara various committees of Congress a good many 
times. They are devoting the highest proportion of their national 
product to defense of any of the European countries. They are very 
important geographically, and they are an important element assisting 
Western European defenses even apart from the pscyhological value 
of Yugoslavia as a defector from the Soviet orbit. It seems to us a 
highly valuable program to work out. We have reached an agree- 
ment with a number of other countries to share with us the burden of 
economic support to Yugoslavia. It is one of the few countries where 
it is not solely a United States burden. 

Economic aid for Austria is a straight ECA type of program. The 
real problem there, of course, is the treaty. If we had a treaty and 
the Soviets could get out in a reasonable period of time, Austria 
might be on its feet, but so long as the Soviets are in occupation of a 
major part of the country and are draining off goods, we will have 
trouble there. That was discussed just last week, and there were 
agreements reached on a fresh start and a fresh attack on the problem, 
which may bring some dividends. We cannot tell. We still think 
that the Austrian Treaty would be highly desirable from a political 
as well as an economic standpoint, if Austria can be brought out on 
satisfactory terms from under Soviet occupation. 


UNALLOCATED MILITARY-AID FUNDS 


There is just one other category of aid which is in title I; namely, a 
figure for what we call the unallocated military-aid funds which will 
be obligated for use in areas for which we are not now in a position 
to program specific aid in military equipment. First, there are possi- 
bilities in some of the NATO countries that they may step up their 
programs and want additional equipment; but, perhaps more import- 
antly, there are possible developments in Germany, Yugoslavia, and 
Spain which may call for us to provide during the fiscal year military 
aid to meet commitments which they have made to assist in the de- 
fense of Europe which are thus in our own security interest. 
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ASSISTANCE TO SPAIN 


Mr. Rooney. How much is in here for Spain? 

Mr. Martin. The unallocated fund is not allocated by countries 
at all, because we do not know yet as to any of these countries whether 
we will reach agreements which justify aid, or whether, having 
reached such general agreements in principle, how much would be 


called for out of this year’s appropriation to meet the objective which 
we intend to reach. 








Mr. Roonry. What is the status of the negotiations with Spain? ; 

Mr. Martix. We have there now both an economic and military : 
mission, which are carrying on discussions now with the Spanish : 
Government. 


Mr. Rooney. What would you like to have and what would they 
like to have from us? 

Mr. Marrtrx. I think perhaps the question as to what we would 
like to have should be answered by General Olmstead, either on or 
off the record. Do vou want to speak to that? 

General Otmstep. | would like to speak to it off the record, if 
I may. 

(Discussion off the record.) 

Mr. Gary. That is a quorum call: we will recess until 2:15. 

Mr. Martin. Thank you, sir. 








3 

Mr. Gary. Had you finished your statement? 4 
Mr. Martin. I had about 1 minute. { 
Mr. Gary. Well, you may go ahead with that. ; 

& 

+ 

ASSISTANCE FOR MIGRATION OUT OF EUROPE 3 

Mr. Martin. I just wanted to mention one other part of H. R. 3 
5113, title I; namely, a provision that of the funds made available for 


economic aid not to exceed $30 million may be used to assist migration 
out of Europe. The conference committee allowance provides for 
$10 million for that purpose. So far as we in the State Department 
are concerned, we think it will be useful to use some part of these funds 
for migration. That authorization ought to be maintained. There is 
a serious problem which can be partly solved, if we can maintain in 
being a fleet of ships which is being operated to carry migrants out of 
Europe and which does call for dollar payments. 

That is all I had to say. 

Mr. Wicciesworts. Is Mr. Martin coming back? 

Mr. Martin. Yes. 

Mr. Gary. Yes, he will be here. 


AFTERNOON SESSION 


Mr. Gary. The committee will come to order 
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UNALLOCATED MILITARY AID 


Mr. WieGLeswortu. Let me ask Mr. Martin one or two questions. 
I am not clear what you said about what you termed “unallocated’”’ 
military aid. How much is it and where does it appear? 

Mr. Martin. Mr. Chairman, I would like, if I might, to refer that 
question to General Olmsted, since he handles the military part. It 
appears as part of title I. 

Mr. WicGLeswortH. You made a statement in the course of your 
remarks that there was included, as | understood it, a certain amount 
which you referred to as “unallocated” military aid, which would be a 
kind of a kitty to be used as developments might warrant. 

Mr. Martin. Yes, sir. 

General Otmstrep. If I may, I would like to point that out in the 
course of my remarks. 

Mr. WiaeieswortH. How much is it? 

General Otmstrep. Off the record. 

(Discussion off the record.) 

Mr. WiaGLeswortu. Is it included in matériel or is it included in 
training-and administration, or in all three? 

General Otmsrep. There is no administration involved here. 
Administration is taken care of separately. 

Mr. WiaGLeswortu. Is it included in both training and matériel? 

General Otmsrep. There will undoubtedly be some training funds 
involved. However, it is matériel essentially. 

Mr. WicG.Leswortu. Is that based on anything specific or is that 
just a figure that somebody thought was a handy one to have around 
the house, so to speak? 

General OtmMsrep. May I answer that off the record, please? 

Mr. Gary. Yes. 

(Statement off the record.) 

Mr. WicGLeswortn. Are you going into that in some detail in the 
course of your testimony? 

General Otmstep. I will be glad to tell you anything I know about 
it; ves, sir. 

FOREIGN AID PROGRAM SINCE WORLD WAR II 


Mr. WicGLesworru. One other thing: Mr. Martin, are you ina 
position to furnish for the record a brief table that would show since 
World War II all the various foreign aid programs, loans or grants, by 
country and by program? 

Mr. Martin. Yes, sir; I am sure we could provide that. 

Mr. Wiaeieswortu. Will you insert something of that kind in the 
record? 

Mr. Martin. We will; yes, sir. 

Mr. Wiaeieswortn. That is all, Mr. Chairman. 
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(The matter referred to is as follows:) 


U. S. Government foreign aid (grants and credi's), by country: Pos'war period, 


ee 
American Republics -- 


a. 
Bolivi ia. 


Colombia 
Costa Rica_- 
Cuba. 
Dominican Republic 
Ecuador _ -- 

E] Salvador 
Guatemala 
Haiti. 
Honduras 
Mexico 
Nicaragua 
Panama. -- 
Paraguay 

Peru 

Uruguay 
Venezuela ‘ 
Undistributed - . 


Afganistan 
Albania 
Austria 


Belgium-Luxemburg and posse: ssion 


Belgium-Luxemburg 
Belgian Congo 


British Commonwealth 


United Kingdom. . 
Australia_- 

British East Africa 
British Honduras 
Canada 

Ceylon. 

Federation of Malaya 
India 

Jamaica 

New Zealand 

Nigeria 

Pakistan 

Southern Rhodesia 
Union of South Africa _. 


Burma 

China 

Czechoslovakia _. 
Denmark 

Egypt-- 

Ethiopia 

Finland ‘ 

France and possessions 


France 

Algeria... - 

French Equatorial Africa 
French Moroeco 
Indochina 


Germany. 

Greece 

Hungary 

Iceland 

Iran 

Iraq - -- 

Ireland _ - 

Israel. 

Italy and Possessic m: 
Ttaly p 
Libya 




















93, 932 Ra 





7 uty 1, 1945, mrenge June 30, 1951 
| Gece foreign aid Grants ! | Credits ! 

$32, 742, 135, 467 $21, 879, 912,162 | $10, 862, 223, 305 
664, 196, 866 139, 572, 597 | 524, 624, 269 
ay gae 86, 742, 469 | 197, 805 86, 544, 664 
28, 932, 791 | 2, 751, 640 | 26, 181, 151 
110, 040, 403 | 10, 084, 140 99, 956, 263 
110, 203, 163 4, 706, 971 105, 496, 192 
37, 313, 651 | 1, 942, 838 | 35, 370, 813 
2, 462, 761 | 2,377, 761 | 85, 000 
10, 976, 274 486, 274 | 10, 490, 000 

582, 582, 926 Mi 
14, 605, 563 | 3, 030, 737 | 11, 574, 826 
1, 893, 549 | 1, 317, 549 576, 000 

4, 212, 319 | 4, 212, 319 : 

3, 698, 508 3, 188, 007 510, 501 
1, 046, 453 | 823, 222, 519 
212, 107, 681 91, 168, 242 120, 939, 439 

533, 134 S08, 184..j........22 
3, 116, 794 616, 794 2, 500, 000 
3, 373, 305 2, 578, 305 795, 000 
10, 867, 085 | 4, 919, 820 5, 947, 265 
9, 865, 967 | 917, 481 8, 948, 486 
5, 910, 792 | 1, 531, 936 | 4, 378, 856 
5, 711, 278 1, 603, 984 __ 4,107, 294 
7, 435, 317 | 35, 317 7, 400, 000 

20, 444, 496 | 20, 444,496 |... 
836, 442, 904 | 811, 548, 967 | 24, 893, 937 
759, 963, 050 | 545, 436, 204 214, 526, 756 
759, 059, 118. 545, 436, 204 | 213, 622, 824 


93, 932 





7, 081, 429, 583 | 


6, 851, 695, 798 | 


9, 189 | 
49, 648, 035 | 
&, 453, 506 | 
6, 632, 732 
1,100 
165, 519 
210, 700 | 
1, 412, 250 | | 
5, 439, 896 | 
1, 802, 901, 010 | 
213, 084, 040 
252, 251, 256 | 
18, 283, 919 
3, 588, 165 | 
128, 169, 214 
4, 353, 261, 320 | | 





2, 143, 356, 875 | 


2, 123, 859, 999 | 


12, 038, 832 | 


4, 938, 072, 708 








1, 573, 523, 164 
183, 451, 226 
200, 210, 267 


349, 488 | 


239, 162 
2, 008, 826 


2, 212, 642, 333 | 


, 2 ear 
i |< 
5, 092, 740 4, 555, 295 
3, 490 | &, 450, 016 
2, 300, 000 4, 332, 732 
1, 100 
29, 055 136, 464 
700 210, 000 
er ee Pane Oe '. 412 A 250) 
397, 395 5, 042, 501 


229, 377, 846 
29, 582, 814 
52, 040, 9&9 
17, 934, 431 

3, 349, 008 

126, 165, 388 

2, 140, 618, 987 











| 340, 248, 119 2, 208, 622, 762 | 2, 131, 625, 357 
106, 698 WE Docent ines 

Of” 2 8 See see 2, 165, 091 

Sc % } See so } 6, 828, 539 
3, 912, 873 3, 912, 873, ppg! TEE: 

3, 443,364,512 | 3,332, 831, 961 | 110, 532, 5! 

1, 324, 328, 423 1, 212, 401, 370 111, 925, 053 
18, 276, 455 2, 359, 429 15, 917, 026 
16, 802, 804 13, 279, 920 3, 522, 884 
25, 727, 844 Cr 7, 396, 968 | 33, 124, 812 

892, 061 2,711 889, 350 


138, 950, 535 
68, 102, 014 


2, 320, 481, 364 
1, 38 


10, 750, 535 | 


35, 754 


1, 907, 022, 289 
1, 88 


128, 200, 000 
68, 066, 260 


413, 459, 075 


Bea Mts 





od 
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U. S. Government foreign aid (grants and credits), by country: Postwar period, 
July 1, 1945, through June 30, 1951—Continued 





| 


| 
Gross foreign aid Grants ! Credits ! 










Japan and possessions: 

Japan : Nbvba seca iuieeswuseech. «ae $1, 780, 795, 994 | $300, 809, 827 
Ryukyu Islands. --__-- : web 62, 863, 352 i ‘ a 
Miscellaneous islands ee Aah 12% 

, Recap aR aS , 4 a 445, 286, 5 24, 927, 596 

Lebanon.........- ‘ eee 1, 564, 348 14, 068 1, 550, 280 

Laver ...-.<... Be ; } 19, 693, 486 | 429, 765 19, 263, 721 

Nepal | 3, 392 | 3, 392 |_- 

Netherlands, Indonesia. ‘ | 1, 268, 021, 343 766, 857, 760 501, 163, 583 
Netherlands - . 1, 115, 455, 671 678, 041, 239 437, 414, 432 
Indonesia : ; : 152, 565, 672 88, 816, 521 63, 749, 151 

Norway , ee ‘ ss cit Sawa 274, 785, 377 159, 495, 999 115, 289, 378 

Philippines a he ston 777, 994, 276 663, 595, 351 114, 398, 925 

Poland SWE: 442, 939, 338 365, 218, 906 77,720, 432 

Portugal eee 33, 329, 896 | 8, 271, 612 | 25, 058, 284 

Saudi Arabia. -_- : peewee 19, 291, 150 1, 646, 749 | 17, 644, 401 

Sweden ? ean Rr 106, 929, 627 82, 715, 184 | 24, 214, 443 

Switzerland : : a 1, 802, 644 | 1, 802, 644 RNS Sh ee 

Syria. : ae sad 45, 000 5,000 |... Si 

Thailand --_. emcee 7, 176, 358 961, OSS 6, 215, 270 

Trieste __ i sametel 43, 975, 764 | 43, 975, 764 |....... = 

Turkey ss Sf RE TRYSNE 287, 538, 435 175, 999, 192 111, 539, 243 

a So eae pias a ORAS EAD 465, 434, 481 | 242, 881, 564 222, 552, 917 

Yugoslavia : Se diari in 1 394, 713, 132 345, 748, 623 48, 964, 509 

Trust Territory of the Pacific: } | 
Caroline Islands. - SEI 5 724, 696 y * | 9 Oe ef 
Mariana Islands _.- a 3, 513, 738 3, 513, 738 | 2 
es oe ec } 205, 539 205, 539 | 

International organizations: | 
European Payments Union ; 51, 227, 000 | 51, 227, 000 7 
Intergovernmental Committee on Refugees ___| 3, 649, 845 | 3, 649, 845 


International Children’s Emergency Fund 
International Refugee Organization 
Organization of American States 





United Nations 103, 093, 887 51, 450, 031 51, 643, 856 

UNRRA ‘ 273, 504, 501 | 273, 504, 501 eae J 
Undistributed by country: ? 

Europe. ae 1, 338, 368, 970 | 1, 338, 368, 970 rhs eS BLE 

Other. cM a . : 416, 708, 490 416, 708, 490 é 





' Grants here reported for the postwar period include aid on an indeterminate basis, but are net of 
$1,256,325,941 representing aid originally considered indeterminate and subsequently funded 
in the postwar period. 

Credits include these credit-agreement offsets to grants ($1,256,325,941) representing the establishment 
of a repayable credit for aid previously provided on an indeterminate basis. 

The netting of grants for these credit-agreement offsets sometimes yields a negative figure (e. g. Iran). 
The credit-agreement offsets to grants so included in this table are as follows 


as credits 






Total . $1, 256, 325, 941 
Undistributed American Republics 2.144. 000 
United Kingdom. 


562, 446, O11 


Australia 500, 000 
India 2, 336, 103 
China 50, 344, 969 
Ethiopia 200, 000 
France ¥ é 353, 300, 000 
Tran 8, 541, 041 
Netherlands. A 47, 160, 000 
Norway. .... ae Pa eee re 5, 900, 000 
U.S.S.R 


oa rikehiemeied bisa halen ; 222, 552, 917 


Yugoslavia. ._- t 900, 000 


* Amounts undistributed by area include mutual-defense assistance except for that portion, provided 
through the Economie Cooperation Administration which is included under the proper countries above. 
Pransactions authorized by titles I and II are included in ‘Undistributed areas: Europe’: transactions 
authorized by title IIT in ‘‘Undistributed areas: Other.” 

Source: Clearing Office for Foreign Transactions, Office of Business Economics, Department of Come 
merce. 
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U. S. Government foreign aid (grants and credits), by program: Postwar period, 
July 1, 1945, through June 30, 1951 


{In millions of dollars] 





Gross for- 
eign aid 
































Gross foreign aid. .........-- paca db cncebsenesnccehanvnkveksacseuasaneuNntel=baueehnaennal 32, 742 
NS TREES areca oe ee = cede cable se tae “ .| 21, 880 
Credits utilized _...-...-.-- Ee ; PTR SE ER EE - 10, 862 

ERE NIIE oicpaxcnne ERE Cea tee SB , a octal aa ibanigeenine 2, 583 
Reverse grants and returns on grants cd scan iip ciate tiltte anil 1, 016 
Principal collected on credits... ..-.- ‘ chdinwadhn tn eeigaendgack sabe 1, 568 

= 

Equals net foreign aid_......- piieteieacees ‘i ~~ eal nip < ap at teeecal nein SN, 30, 159 
> ee < : Sn atin a apace Srp queen we cathainins es aaa isin 20, 864 
Peet GHOGMS..... 455.6 Bes RTE PE SS é AE BN UE RE OCI 9, 295 

Grants utilized__.-...._---- aia iit Ear Bee a AN MEETS visvarkhaeahead 21, 880 
Lend-lease (net of sais offsets) : : ik tc acecheiet ihe hile Se oseal 689 
European recovery ; “ skenens. Siptebe cane tebe . 9, 128 
Civilian supplies ‘ om i kiabedietind ads 4, 857 
UNRRA, post-UN RRA, and interim aid . Sb ie tilda & Salat ities x 3,443 
Mutual-defense assistance . je nb sieenask keeaae eee 1, 292 
Greek-Turkish aid any : kh me eek wine dinate Sibi tel ol 657 
Philippine rehabilitation : ereeee eer sere 1 627 
Chinese stabilization and military sid pda bib mtcdein tina Gina hs Suatipel are iel azeas 243 
Korean and far eastern (gener: Om even Of China) O80 . Wok nce cid nincnwckoscdsbsebes 310 
Technical assistance and inter-American aid idtmbcnubinpatastsonmens 153 
| eae : es Fide Sinan Sais the ads ate ot 481 

Se - 

pee ents Ge Setes On Breiiis..... ... . oo nnn co ccceccaenscic cneeupeeeee neo 1,016 
Reverse lend-lease__._....-- : ae Tl wnennennnneedgn-eeenedsaensaseneescea 133 
Counterpart funds. - TROOP cmcnsscuseceshemesdabinnaialal ace. 456 
Return of lend-lease ships ne hits dim ier bb maleate tet 307 
War-account cash settlements - . ‘ 2 akin eseiplac eh ates bikeid | 120 

Credits utilized .......-..-- Ri wiiho-ciesbantnpeliniiniitendnn gic ume eee eee Wie kehn ae ESDP cami 10, 862 
Special British loan. .__.... Cos bp Aneae clea | 3, 750 
Export-Import Bank______- é yes hea: 2, 878 

Direct loans ‘ % ; pi bilisbcaenl 2, 746 
Loans through agent banks tees = igchccarehedetoeesacsapll 132 
: nmaenenr> 
Surplus property (including merchant ships) PARAL Seas ote Pe elated —_ 1, 337 
Credit-agreement offsets to grants \ a cioctaae i aes j 1, 256 
European recovery SPU Be Pee ARO NS. hate 1, 132 
Lend-lease (excluding settlement credits) 9 decedent Sis a rmsletinccapaead onciith } 69 
Other. isos eatha wie sits trie Dadaist aaa aad x wal 440 

Principal collected on credits aie 4 sseatinliina ee 1, 568 

Export-Import Bank : ee a cmenineeg 770 
Direct loans ieee sae ee | 604 
Loans through agent banks : piocawicet aera ; | 1°6 

Surplus property (including merchant ships ree eee | 180 

Credit agreement offsets to grants ‘ slic lis nie Sooe laren Sali | 24 

Lend-lease (excluding settlement credits) : CMPD Ser Sa oR 

Other Stengas Lia Saar. sna ii chek iciacbeg 566 


t 





NotE.— Assistance in cash or in goods and services provided to foreign countries, directly or throv gh 
international organizations, without an immediate eqvivalent return comprises gross foreign aid. 

On the one hand, the assistance may be rendered with a contractual or other agreement that there will 
be repayment over an extended period of time; this type of assistance is classified as a credit. 

On the other hand, the assistance may take the form of an outright gift for which no payment is expected 
or which at most involves an obligation on the part of the receiver to extend recirrocal aid to the United 
States or other countries to achieve a common bbie ctive; in all these cases the aid is considered a grant. 
Thus, grants include conditional aid under the European recovery program. If the obligation to repay is 
subject to being established in a future settlement, the aid is also classified as a grant. 

Foreign aid is measured, for the different methods of procurement in use, as follows: (1) at the time of 
shipme nt or extension of a service, for procurement made by a U. 8. Government agency; (2) at the time 
of reimbursement to a foreign government, for procurement made by that government or its agents; or 
(3) at the time of reimbursement to a U. 8. supplier or to a United States bank (for payments to suppliers) 
on behalf of a foreign participating government, for procurement made on a letter of credit authorized (under 
the economic cooperation programs 

Payments to the International Bank and the International Monetary Fund, which constitute an addi- 
tic ~: al measure taken by this Government to promote foreign economic recovery, are not included in this 
table 

Payments to these it ntern: ations ] financial institutions, totaling $3,385 million, represent capital invest- 
ments and do not result in immediate equivalent aid to foreign countries. Use of available dollar funds 
is largely determined by the managements of the two institutions, subject to certain restraints which can 
be exercised by the U. 8. Government. 
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Mr. Gary. Will you proceed, General Olmsted. 


Miirary AssisTANCE 


General Oumstep. I have here with me today Mr. O’Hara from 


i the Comptroller’s office of the Secretary of Defense, and Mr. Efron 
: from the Office of Counsel of the Secretary of Defense, and representa- 
! : tives of the three services, the Army, Navy, and Air, to whom I may 
2 want to refer specific questions because of their greater familiarity 
3 with the details. 

; In a general way, may I say this? First, a military program, a 
. military rearmament program, must start at the beginning and from 
y | a strategic concept. I display this map here to refresh in your minds 
: the fact that, assuming the U.S. 8. R. and its satellites are our enemies, 


we are, broadly speaking, faced with three fronts in that periphery— 
the eastern front extending from the northern tip of Norway to the 








9 . . 
: toe of Italy, the southern front from Trieste to Tehran, and the western 
: front along the Pacific. The strategic concept in an over-all way 
2 would be our strategic defensive or offensive concept or a mixture of 
7 : both, and to implement that strategic concept, there is a war plan 
. or a series of war plans, and that war plan, both in its terms and in 
’ 

s 1, must be backed up b i f missions. Th 
3 eneral, must be backed up by an assignment of missions. e 
1 ° ’ > el ~ 5 A - 
= asic factor is the mission which each one of these countries will 
“ * perform in carrying out this war plan. 
; 4 In order to carry out the mission, each one of these countries has to 
6 % mi 4 P ; 
4 : make a force commitment and during this period of rearmament, we 
= ; must not only know what the size of the forces is, and what their 
52 : ‘ . ° ope 
= . character is going to be, but also how rapidly they will be mobilized 
78 and how rapidly they can be in proper position to carry out the 
16 mission. When all of that has been done, there is a strategic concept. 
4 There is a war plan or a series of war plans and there are force commit- 
37 i ments phased according to a time schedule. 
ob : . 5 . +7. . . . 
32 Having arrived at that point from a military standpoint, it is 
i 7 . . . e e 
2 relatively simple then to calculate requirements, because each military 
m . unit, whether it be an infantry company or a squadron of jet aircraft, 
= has a table of organization and equipment and we simply, by a process 
~ of multiplication, know how many units and what their table of 
66 equipment is, and, therefore, we know how many tanks we want, how 
80 many guns, how much ammunition that must go with those guns, and 
~ 
2 so forth 
2k . 
66 So the calculation of service requirements by years, through the 
- ; table of organization and equipment, is related to the fixed-force 
- 4 basis, which gives the absolute military requirements. 
e x mn . . 
ill Hl lrue, there is an area of judgment as to what a proper table of 

a ° i a a SOE A J > 
ed : equipment for a unit is, but our military experience gives us the basis 
ec } 7 

: of that 
it. x ‘ : ; er : . 
is ; True, there is room for a variation in judgment about what rate of 
of ; expenditure of equipment will probably occur so that the requirements 
“4 ‘ for a reserve can be established. Our Mutual Security Program for 
rs) : the military side is calculated on the basis of the unit equipment for 
4 these forces, plus 12 months of a peacetime rate of expenditure, plus 
“a : 2 months of a wartime rate of expenditure. We do not feel that that 
ii i is an adequate level of safety to provide for the expansion of our own 
ds | production and the shipping time involved, but we believe that it is 
an 


& 
; 
3 
e 


a reasonable target at this time. 





ay 


ee CU a es 


5 GRATIS EN 


<i Oa Ae 8 








34 


(Discussion off the record.) 

General Otmstep. At that point, then, we have to make a decision. 
We need these forces now. As a national policy, we have said that we 
are going to get strong to deter aggression, and we would like to have 
all these forces in being now, with all of this equipment at hand. 

The rate at which our allied nations can mobilize these forces has 

certain limitations. They have certain budgetary and economic con- 
siderations as well as policy considerations and military considerations, 
I might add, because you cannot create new military units out of 
nothing. Also, the rate at which we could supply this equipment is 
limited because, since 1950, our military-aid program has come almost 
wholly from new procurement. Our wartime stocks were distributed 
in our 1950 program and, to a major extent, in our combat expendi- 
tures in Korea; from 1951 on, our foreign military-aid program must 
be fulfilled out of new procurement, substantially speaking. 

If we were to ask for and receive the necessary funds, and if the 
decision of the administration and the Government in this country 
were to convert as rapidly as possible to military production, at 
whatever cost it might be to the civilian economy, we might very 
well find ourselves producing much more in the way of military end 
items, than we are now. But we might also find a time in the not too 
distant future, when we had this equipment that we are talking about, 
and then we would have to be confronted with the problem of dis- 
mantling or reconverting back to the civilian economy. And there 
are those who believe that that would be a most effective Soviet plan 
to destroy our way of life. 

And so, we have had to take a calculated risk and spread this re- 
armament program over a longer period, recognizing during that time 
we are in a sort of maximum exposure, having declared out intention 
to get strong, and yet not having attained that objective. 

Mr. WiccLtesworts. When you talk of a calculated risk, you are 
talking in terms both of this country and our allies abroad? 

General Otmstep. Yes, sir; that is right. And, as you can well 
imagine, they feel that our calculated risk is a matter of greater ex- 
posure to them than it is to ourselves. 

Anyway, that is the program under which we are now requesting 
our 1952 funds and in which we have in mind our 1953 and 1954 pro- 
gram. It is not enough simply to calculate the total requirements, 
because these countries can and are doing things for themselves. And 
so, from the list of total requirements there must be deducted the 
things that these countries can do themselves. That process is carried 
out by our Military Assistance Advisory Groups who are located in 
those countries where the red dots are on the map. We have a Mili- 
tary Assistance Advisory Group in the capital of each one of those 
countries. These MAAG’s, as we call them, in conjunction with the 
ECA mission chief, where there is an ECA mission, in conjunction 
with the American Ambassador who is the senior member of the 
United States team in each one of those capitals, in conjunction with 
their opposite numbers in the military and economic branches of the 
government in that particular capital—they work out the total re- 
quirements, deducting from tans total requirements that portion of 
the items which the country conceivably can do for itself. 

We tend to stimulate that screening process from Washington by 
putting in the hands of these MAAGS screening criteria which our 
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Joint Chiefs of Staff prescribe, for example, among other things, 
that we will program no soft items, no personal equipment, no uni- 
forms, webbing, no food, no quarters, and so forth—the country 
must do such things for itself. 

Gradually, we are working now over to a state of self-sufficiency 
on spare parts on the smaller calibers of ammunition, with instruction 
now to the countries and to our MAAGS that we will expect recipient 
countries by 1953, except in unusual circumstances, to be self-suffi- 
cient in those categories. 

We are already making very good progress in having these countries 
become self-sufficient in what we would call the shorter lead-time 
items, items that can be made rather rapidly, such as rifles, machine 
guns, and mortars, and ammunition for those things; simple elec- 
tronics, simple engineering equipment, and the simpler things that go 
along with the Air Force ground installations and the Navy’s needs. 

We have reserved to the United States the scene of production of 
the longer lead-time items, the items of a more complex nature; the 
items for which, from the point of initiation of the delivery of the end 
item, we have the production-line requirements and production 
know-how and skills. 

We believe at this stage of the international situation that it is 
much wiser to program tanks for production in the United States than 
to plan a tank factory in Western Europe that might not be able to 
produce a tank for the next 2 or 3 years. 

That, in a word, is the screening process throughout the world. In 
the title I area of which I am speaking specifically, we have a second 
screening operation in London, where we have a regional mission, and 
all of the North Atlantic Treaty country MAAGS submit their re- 
quirements to us through the London mission, where, if as between 
European countries, there is indicated a surplus capacity to produce 
in one country, offsetting a deficiency in the other, that is leveled out 
at that regional level. Those requirements ultimately come in here 
for final screening and approval. 

In a very few words, that is the process by which we arrive at the 
items which are needed by countries. They are related squarely 
to the force that the country either has in being or will have in being 
in the next year. From the totals there are deducted the things 
that the country can best do for itself and the deficiency is what we 
are talking about. 

Mr. WicGLesworru. Priorities are determined by whom? 

General Ou_msrep. The priorities are determined by the Joint 
Chiefs of Staff. That is a top secret matter. I have here the Joint 
Chiefs of Staff decision on the priority of distribution. 

(Statement off the record.) 

Starting from where we were 2 years ago, prior to the establish- 
ment of General Eisenhower’s headquarters, our problem has essen- 
tially been one of build-up, a build-up that would adjust the capabili- 
ties and the willingness of the European nations alongside the 
capabilities and the desires of our own Government. 


DEFENSE EXPENDITURES FOR NATO COUNTRIES 


ines : 
his chart is a picture of the total expenditures, and that portion 
of the total expenditures which are defense expenditures, for the 
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NATO countries for 1945, 1950, and 1951, which indicates that their 
defense expenditures now are of a magnitude of about twice what 
they were 2 years ago. 

I do not present these as a satisfactory end result of what we want. 
I simply present these pictures as progress being made in the direction 
in which we are moving, inspired and assisted by the unfolding of our 
military defense aid program. 

Mr. Wicc.teswortn. That shows that in 1949 the total expendi- 
tures by the NATO countries amounted to about $4.5 billion. 

General Oumsrep. <A little under $5 billion; yes. 

Mr. WiccLeswortn. And in fiscal year 1950, it amounted to a little 
over $5 billion and in 1951 it amounted to about $8 billion. 

General Otmsrep. That is right, sir. Our objective for 1952, I 
might say, which we are sure of attaining, is around $11 billion. 

These figures are actual expenditures—which is the basis upon 
which European countries keep their figures—they are not obliga- 
tions. Therefore they are not exactly comparable to our own figures 
and our own budgetary activities. 

Mr. WiccLeswortnu. That is for the 12 NATO countries? 

General O_mstep. These are for the European countries, sir. That 
would be nine of them. Canada, the United States, and Iceland are 
not included. 

Mr. Gary. These are actual expenditures? 

General OtmsteEp. Yes, sir. 

General OtmstEp. Another measuring stick, not entirely con- 
clusive and satisfactory, is the percentage of gross national product 
being expended by the United States and by the Western European 
nations for military purposes. It is perfectly understandable that we, 
who have a higher standard of living, might be able to expend a higher 
percentage of our gross national product. To that extent this com- 
parison is perhaps unfair to our allies. But we wanted to bring out 
that we still have quite a long way to go to bring these other countries 
up to the same measure of rearmament effort, dollarwise or money- 
wise, that we are making. We also want to show in this chart, in 
terms of the percentage of increase, accomplished between 1949 and 
1951, that the showing of most of these countries is quite creditable. 
The smallest there—Belgium, Denmark, and Portugal—are at the 
bottom, and each has almost doubled its expenditures. 

Mr. WicGLeswortu. So that the record may show the picture the 
chart indicates for the fiscal years 1949 and 1951 Portugal’s percentage 
increased from 1% to about 2%, and that Denmark’s percentage of 
increase is from about 1% to 2%. 

General OLmstep. We can give you specific percentages that you 
may put into the record. 

Mr. WieGieswortn. I wish that you would put the figures in the 
record. The chart does not speak for itself. 

(The information may be found on page 37.) 

I notice that you have for the United States a 14-percent figure for 
the fiscal year 1951. You almost double the figure that the House 
Foreign Affairs Committee shows for the United States in the same 
year. 

Mr. O’Hara. That is a budget estimate. 
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3 The expenditures in the United States authorized by Congress are 
’ on an obligation basis rather than an expenditure basis, as is the 
H case with the parliamentary budgets of these other countries. 

Mr. Wiaeieswortn. Do you have similar estimates for the 
| : fiscal year 1952? 
General OtmsTEAD. We can get them for you. 


Mr. WiGGLeswortn. Please put in the estimated figures for 1952. 
(The information requested has been supplied to the committee.) 
Mr. WiaeteswortnH. I note the chart you show indicates the 
( United States in the fiscal year 1951 devoted about 14 percent of its 
gross national product to defense expenditures as compared with the 
; next highest percentage, which is that of France, and which is only 

about 6 percent. 
General Otmstep. It would be a little over 9 percent. 


| Mr. WiaeLeswortu. I beg your pardon; about 9 percent, and 
England at about 8 percent, so percentagewise we are by all odds 


| shouldering the largest share. 
General O_mstrep. That is correct. 
Mr. Gary. Can we put figures into the record that will portray this 








2 i chart? 
i x 4 
‘ General O_mMsteEp. Yes. 
% mn : . . 2m 
4 (The information is as follows:) 
: Gross national product, total expenditure and defense erpenditure of countries par- 
ticipating in the foreign aid program, converted into United States fiscal years 
[In millions of dollars] 
4 icici eed a ee a St aes 
ro | at ee 
| | | Fiscal | Defense expendi- Fiscal | Defense expendi- 
j year ture | year ture 
] | Gross | 1950, |_ le iad aa Gross 1951 a 45 Ree 
; inational| total national} ,'°t ul 
ne et | Govern: | |Percent) i ct Govern- Percent 
product) ment | A mounts| Of 2ross product) ment 4 mounts) °f 8'0S8 
| lexpend-|’ national) expend-|* *inational 
} | iture | product iture | product 
oe ee ON Rea Sa ANCE, eee ene SO SO ~ es See 
: NATO countries: } | | 
Total ecviccosastanhees fi Ren 20 S011 4, 692 5.0} 99,921) 25,326 5, 987 
Belgium-Luxembourg | 6,482} 1, 635] 167 2.6| 6,744| 1,680 250 
Denmark 2, 979 408 45 1.5 3, 385 447 56 
: France. . - a | 24,339 6, 756) 1, 594 6.5) 27, 268 7, 620 2, 235 
ES 92\| ae 100 Cowes 
Italy | 13,819} 2,494) 475 3.4] 15,200} 2,776 650 
Netherlands.__....-...... 4,891} 1,339) 210| 4.3| 5,538] 1,480 280 
Norway —— | 1, 698) 387) 49 2.9 1, OSS 389 66 
Portugal. __- SERENE RIE OR 185] 47 2.4 ‘ 7 
. United Kingdom_. | 37,091) 10, 652! 2,105 5.7; 39,680! 10,915 2, 450 
' Germany.............- _.-.--| 21,643} 5, 251 1,036; 4.8) 26,460; 6,510, ‘1,210 
Germany plus NATO By Rag 5 | fey ome es Lee Ee is So = 
| countries - _ _- e --| 115,003} 29, 128) 5, 728 5.0} 126,381} 31, 836 7, 197 
Other European countries: | | | 
Austria... bdnhaesanas | 1, 793} 578] 28 1.5} 2,120) 690 13 
Se ee EAE RM | 14,7221 502) 115 6.7| 1,835 574 179 
, | Sa Rate pancaell: <a 516) 175 6.3} 3,377 743 192 
Total, all European coun- | | | 
Be. 5 sittin sceceesiny 21,312) 30, 724) 6, 046 5.0} 133,713) 33, 843 7, 581 
i Canada neceee-------| 15,949} 2,399) 451/28] 17,105 2,904 3; 
. United States........__- | 261, 000) 40, ea 13, 200 5.1) 303,500 44, 600 22, 200 
? | | | | 
scetncadia ARE EON DRE SEE SL Pee: 





1 Revised Sept. 17, 1951. 
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MANPOWER COMMITTED FOR MILITARY PURPOSES 


General O_msrep. There is an issue here even more important in 
the long run than dollars, and that is manpower—manpower com- 
mitted for military purposes; there is a comparable chart showing the 
number of men in active military service per thousand of population 
in the United States and in the Western European nations as of now. 

Mr. WicGLeswortn. Will you explain that a little so that the 
record will reflect what you are showing? 

General O_mstrep. This chart shows that as of now, 21 out of 
1,000 population of the United States are in active military service 

Mr. WicGieswortn. Is that male population? 

General O_mstep. No, sir; it is total population. 

Mr. Gary. That is the number of men in active military service 
per 1,000 population? 

General Otmstep. That is right. 

Mr. Gary. Persons in service; not men. It includes the Waves and 
the Wacs. 

Mr. WicGLesworrn. As compared to the 21 per 1,000 in this 
country, apparently France has something less than 18 per 1,000, and 
the United Kingdom something less than 16 per 1,000? 

General O_msrep. That is right. 

Mr. WigGLteswortn. Can figures go into the record to portray the 
meaning of these charts? 

General Otmstep. Yes. 

(The information is as follows:) e 


Men in active military service 


Per 1,000 of popu- Per 1,000 of popu- 

lation 195 D- lation 1951 (ap- 

prozimatior proximation) 
Belgium _____- _ 12.2] Norway : ne ouie dine Sonn, RE 
Denmark___-_-_ ae 6. 3 | Portugal Ae : acu, ae 
France____- are Rerey : 17. 8) United Kingdom __-_-_- Btioe ef 
Italy ne eee OS ae ee aa oe ono Pee eee = 
Luxemburg_ = 2 6.7 Europe, total 2 2 
Netherlands ; ate gg § "ser | Oe 


MANPOWER CONTRIBUTIONS BY EUROPEAN COUNTRIES AS RESULT OF 
PROGRAM 


General Otmstep. I am now showing the charts to show you 
where we are tody. I am presently going to show you a chart to 
show you where the successful culmination of our program will put 
us in terms of the manpower contributions by countries. As we 
complete the rearmament of the European nations, and as they com- 
plete their part of the job, this is where we will be, as shown by the 
chart. 

On the left-hand side you will see the active forces. The vellow 
bar is June of 1950 and the green bar is June of 1951. The bars indi- 
cate the magnitude proportionately, and the little numbers indicate 
the number in thousands; it shows that the United States in June of 
1950 had fewer people under arms than the European total, but in 
June of 1951 the relationship is reversed. As you follow on down you 
see the totals in numbers. ; 

Mr. WieGLeswortuH. Those are all as of June 1951? 
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General Otmstep. That is right, sir. 

Mr. Wiaeieswortn. Off the record. 

(Discussion off the record.) 

Mr. WieeLeswortH. This, of course, is all highly secret? 

General Otmstep. Yes. That chart is classified as a secret chart. 

Mr. WieGieswortu. Off the record. 

(Discussion off the record.) 

Mr. Wiacieswortn. This chart which you have shown is in terms 
of manpower and represents the forces both for the United States and 
for the various NATO powers of Europe which the Joint Chiefs of 
Staff consider adequate to have on hand on D-day, or D-day plus 90; 
is that correct? 

General Otmsrep. I think that is a correct statement. You say 
“consider.” They have at least envisaged it in their present 
directives. 

Mr. Wiae_eswortn. I am asking whether they consider it ade- 
quate for D-day plus 90. 

General Otmsrrp. The only reason that Iam more or less placing 
a qualification in my answer is that already we read in the morning 
paper that General Eisenhower is saying his target of forces should be 
increased for maximum safety, so as of today this is the official Joint 
Chiefs of Staff position. 

Mr. WiaGiesworrnu. I notice from the chart that the over-all 
mobilization force for this country is, while smaller than the over-all 
mobilization force for the European total, considerably larger than the 
mobilization force for any other country involved. 

Upon what basis is the contribution in manpower by the various 
allies determined? 

General Otmstrep. There is only a voluntary basis of arriving at 
that, Congressman. This is their presently expressed willingness to 
do the job. Now, as to how that mobilizable force relates to their total 
population, I think that I can give you some indication that would be 
the answer to the question that you want answered. 

I would like to have these figures off the record, if I may. 

(Discussion off the record.) 

Mr. WicGLeswortn. It is fair to state, then, from what vou have 
just told us off the record that whatever the situation may be today 
in terms of the ultimate target contemplated with respect to D-day 
plus 90, the manpower per 1,000 population contemplated is greater 
in almost every instance than the manpower per 1,000 of population 
contemplated for the United States? 

General Oumsrep. Yes; that is a correct statement. I will put 
this answer on the record and examine the possibility that we can 
leave it in there. In other words, we are expecting about a third 
greater contribution from the Western European nations in terms of 
manpower than we are talking about for ourselves. 

Mr.Wice.ieswortu. That is with respect to manpower for the 
United States in Europe? 

General Otmstep. No, sir. The United States figures are world- 
wide. 

Mr. WiacLteswortu. The comparison that you have given us is a 
comparison between the United States forces world-wide and the 
European forces for use exclusively within Europe? 

General Otmstep. That is right. 
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May I make a summary comment on the chart? 

Our total military-aid program, military and economic, is on the 
order of magnitude of $7,500,000,000 for fiscal year 1952. 

Our total military expenditures i in the United States is in the order 
of magnitude 10 times that, or $75 billion, for the fiseal year. 

The point that I would like to make is that for one-tenth of our 
total rearmament expenditure, should we have time to conclude this 
program successfully, we will have substantially more in the form 
of allied strength than we have in the form of strength of United 
States forces. 


ACCOMPLISHMENTS WITH EXPENDITURES TO DATE AND IN 1952 


Now, may we have the chart about the division to see what we 
have accomplished to date? 

This chart shows what we have bought for our money to date and 
what our anticipated 1952 expenditures will buy us. 

In the first place, I would like to point out to you what I think you 
are all well aware of: That the Army at the time of Korea consisted 
of only 10 divisions with their supporting troops. These are com- 
parable divisions with their supporting troops, only in NATO. Our 
1950 and 1951 foreign military-aid program totals just under $3 
billion, and for that money we will have the major items of equipment 
provided for 28 divisions. You will note that these forces were 
scheduled to be in being by June 30, 1951, and the equipment under 
our 1950 and 1951 program is scheduled for delivery to be completed 
by June 30, 1952. There may be some specific exceptions to that 
because of production delays or something of that kind, but that is 
our target. 

Mr. Gary. That is $2,980,000,000. Was that the first appro- 
priation? 

General Otmstep. That was the fiscal year 1950 and 1951 regular, 

and the fiscal year 1951 supplemental, Army only. These are in 
terms of Ground Forces, Cpe so, are Army sums only. 

Mr. WicGLeswortn. Off the record. 

(Discussion off the record.) 

Mr. Gary. That is not a total appropriation; just Army? 

General OLMsTep. Army only, which in those years I judge would 
be about 70 * recent of the total. 

Mr. O’ Hs 1RA. Between 65 percent and 70 percent. 

General Paar p. Now, the Army asked in the fiscal year 1952 
for $3,354,000,000; that was the Army’s portion of the total asking. 
It has not been determined within the Department of Defense, if there 
is a reduction, how that reduction will be shared between the Army, 
the Navy, and the Air Force; so, we have had to present these last 
three charts to vou in te rms of the original asking, recognizing there 
will be some scale-back if there is a reduction. 

Discussion off the record. 

General Otmsrep. For the purpose of this discussion, I do not 
think that we have to pay much attention to the final chart, or final 
bar, except to indicate to you in perfect frankness that we still have 
quite a way to go to cemplete this program, to build the forces in 
Europe to the point that General Eisenhower and the Joint Chiefs of 
Staff feel is a level of safety and security. 
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We have no real validity or no real substance to put behind that 
dollar estimate. That figure is variable upward by price changes or 
additional forces required. It is variable downward in terms of more 
self-help, more indigenous production from the NATO countries, more 
austere tables of equipment, and so forth. So, for the purpose of this 
discussion, that last bar is of no significance. 

What I am trying to show by this chart is what we have bought 
and for how much money. 

Now, I want to show you how we have proposed to divide it by 
countries, both by items and by dollars. 

These are major items of equipment in our 1952 program. Again, 
these are the numbers of items. The first column shows the countries 
and the next column the number of ships. If you want to ask any- 
thing about ships, our Navy representative is here to discuss it. 

The next column relates to the number of aircraft. 

(Discussion off the record.) 

Mr. WiaGLeswortu. The over-all request for Europe which you 
have put in here is $5,594,000,000. 

General Otmsrep. That is correct, sir. 


CONTRIBUTIONS BY NATO NATIONS IN MATERIEL, TRAINING, AND 
ADMINISTRATION IN 1952 


Mr. WiaeLteswortH. What are the NATO nations themselves ex- 
pected to contribute to the picture in terms of matériel, training, and 
administration in fiscal 1952? 

General Otmstep. I would refer back to one of the charts. It 
also shows 1951. The fiscal 1950 is something on the order of $7% 
billion to $8 billion. We anticipate, from their conversations and 
studies, that in fiscal year 1952 it might be on the order of magnitude 
of $10 billion to $11 billion. 

Mr. Onara. May I make an additional comment on that, General? 

General Otmstep. Surely. 

Mr. O’Hara. When we speak of the $5,594,000,000 in this program 
this is on an appropriation request for obligational authority in fiscal 
1952. The European figures shown here are expenditures, which is 
their budgeting basis. "The $11 billion is an expenditure basis for 
fiscal year 1952. 

Mr. Wiceieswortn. For fiscal 1952 you estimate that the 12 
NATO nations will contribute—— 

General Otmstrep. Nine, sir. 

Mr. Wieeiteswortn. Only nine? 

General Otmsrep. That is excluding the United States, Canada, 
and Iceland. 

Mr. Wieeteswortn. The nine nations may contribute $11 billion? 

General Otmsrep. Yes, sir. 

Mr. Wiaeiteswortu. In actual expenditure. Can you supply 
either on or off the record what each of those nine is te contribute? 

Mr. Martin. Mr. Bissell, are you going to present some figures 
on that subject? 

Mr. Risseuu. Yes. 

Mr. Wieeieswortn. I am just talking about military expendi- 
tures now. 













Can 


if 


7 


® 
m 
é 
4 
3 
ag 








42 


Mr. Bisseiu. In connection with the economic testimony, Mr. 
Wigglesworth, I will give figures on expected military expenditures 
of all these countries as those have appeared in their budgets. I 
might say, sir, that the figure of somewhat in excess of $11 billion, 
or in the neighborhood of $11 billion, to which General Olmstead has 
referred, is the figure which we have believed possible, but it was a 
figure which we hoped to be achieved on the basis of the amount of 
economic support originally requested. That is roughly an economic 
support of the order of $1% billion. On the basis of the appropriation 
request now before you, I believe that figure will be somewhat 
reduced to the neighborhood of $10 billion total military expenditures. 
We can give you illustrative figures of the way in which this total 
military expenditure by the European countries would be broken 
down among major categories of expenditure, and this can be done 
for the total and for the countries. One of those major categories, 
of course, is for major matériel, and we can give you some illustrative 
breakdown of that. 

You will realize that with some downward revision in these esti- 
mates it necessitated that any breakdown we give vou would be quite 
rough, and I think subject to an appreciable margin of error. 

Mr. WicGLeswortn. Well, we were given off the record, as vou know, 
charts showing the estimated contribution by the United States and 
by each of the NATO nations in terms of manpower. What I was 
trying to get was something similar to that in terms of matériel and 
training under the military-assistance portion of the title. I suppose, 
if we are going to get it later, it does not make much difference when 
we get it, but I want to have a picture of the relative effort that this 
country is being called on to make and the effort our allies are being 
called on to make, and the basis for it. You gave some basis for the 
manpower figures. I want to get some idea of the basis on which their 
matériel contribution has been worked out. 

Mr. Bisseuv. I have the figures available to use, Mr. Wigglesworth, 
if you would like to go nto that. I might explain further what they 
are, if you wish. They are, as I say, estimates for expenditures by the 
European countries, their total expenditures broken into five major 
categories: Personnel, maintenance and operations, major matériel, 
construction, and other operating expenditures. 

These are the categories of their military budgets, and in the item 
of major matériel procurement we then have estimates broken down 
into some nine categories which I suspect correspond to the categories 
on that chart. 

As to the status of these figures, they are United States estimates 
purely, since we are talking about the fiscal year that is still just 
starting, and they are simply our best estimates; and, as such, I think 
there is unquestionably a considerable margin of error. These 
detailed figures were ones that were prepared on the assumption of 
higher economic support and higher total military budgets by the 
European countries. 

However, to give these figures at least for this afternoon, I would 
have to give them off the record to vou, because they are classified, and 
I doubt whether we could arrange to declassify them. 

Mr. WiecieswortH. You would prefer to deal with that in an 
orderly way when you take up the subject of economic assistance? 

Mr. Bisseiu. Entirely as you prefer. I will certainly be touching 
on the total-expenditure figures in connection with my testimony. 
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But I do think probably the breakdown of those figures is really more 
relevant, may be more relevant at this time. This is material that 
has been prepared, you understand, in all the departments concerned 
and it is not simply an ECA calculation. 

Mr. WicGLeswortH. Suppose you give us the breakdown now, 
then. 

Mr. Bisseti. Can I give you, then, the figures for 1952; and I am°* 
perfectly happy to have these on a record for the use of the committee, 
but I must ask that they be off any official record. 

The total, as General Olmsted mentioned, is in the neighborhood of 
$11 billion; the exact figure is $11.3 billion. 

Mr. Gary. You will supply those details to the committee? 

Mr. Bisseuu. I will; yes, sir. 

(Statement off the record.) 

Mr. Wiaeteswortn. Can you break that $11.8 billion down by 
country? 

Mr. Bissevu. Yes, sir; I believe I can. I will give you an approxi- 
mate breakdown of that. These country figures add up to within a 
fraction of that: Belgium, $500 million; Denmark, $167 million; 
France, $30 billion; Germany, $2,140,000,000; Italy, $1 billion; 
Netherlands, $525 million; Norway, $163 million, the United King- 
dom, $3,885,000,000. 

I want to say again, sir, all of these figures I have just given vou 
were the figures in our presentation which involved an authorization 
request of approximattely $1.5 billion of economic support for the 
whole group of countries. 

As I mentioned a moment ago, we would now estimate that that 
total will be nearly $1.25 billion smaller. I will, in my own testimony 
at a later point, give you the other figures by countries. I gather 
you are most interested at this point in the breakdown 

Mr. WieeGLtesworrn. The relative burden. 

Mr. Bisseuy. The relative burdens; ves. 

Mr. WiaGieswortn. Is it your intention, as we go along, to explain 
the basis of determining the contributions you have just referred to off 
the record and the conclusion that the $11.3 billion is all that the nine 
NATO countries plus Germany can put into the picture in the fiscal 
year 1952? 

Mr. Bisseiu. Yes, sir; I shall. That is the main topic to which 
T shall address myself. You understand, sir, however, that I have 
been talking about their possible total effort as measured by their 
total expenditures; the fact that much more of their contribution— 
relatively speaking, a much higher proportion than of ours—will take 
the form of personnel, for instance, and construction, and a smaller 
proportion will be in the form of heavy matériel. That is a decision 
that I think is more in General Olmsted’s field and he may wish to say 
something about that. 

Mr. Gary. Do you have a further statement, General Olmsted? 


IMPORTANCE OF LEAD TIME FOR PRODUCTION 


General Oumsrep. The final thought I wanted to present to you, 
Mr. Chairman and gentlemen, was the question of the lead time that 
is involved after a production line is tooled, after it is actually turning 
out end items at the end, when we go to them and place a reorder, we 
must give them the kind of notice that is shown on those bars [indi- 
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_reorder right now, that line would have to shut down next June. The 
problem on tanks is such that the getting of what we term the proper 4 
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cating on chart] by major categories, if we are going to avoid an inter- 
ruption or a shut-down of the line. 

We have done some talking about tanks. The medium tank line 
is shown on that chart. If we were going to get the last tank now 
under contract delivered, let us say, next June, if we did not place a 


priority basis, getting the subscontractors lined up, petting their 
castings and other components that they get from people other than 
the major factory, getting all of the problem of movement solved for 


the uninterrupted assembly—if we did not order those tanks now, there 3 


would be a shut-down in that tank production line, even though it 
ran at full blast until next June or July. 


Mr. Covpert. You are speaking now of MDAP tank production? 


General Otmstep. No, sir. When we procure we do not differ- 
entiate in our procurement contract between tanks intended for 
United States forces and tanks intended for Allied forces. 

Mr. Covpvrerr. Then do you mean that your existing contracts for 
tanks will terminate within the next 6 months? 

General Oustep. I was using that illustratively only. 

Mr. Covuperr. As a matter of fact, do you not have under contract 
now a sufficiently large number of tanks to keep the production lines 
going for the next couple of years? 

General O_mstep. No, sir; I think not. I think you will find that 
all tanks now under contract can be produced substantially within the 
next 12 months. 

Mr. Covprrrt. Is that going to be all the tanks required fully to 
equip the contemplated forces? 

General Otmstep. No, sir. 

Mr. Covprrt. Does that mean that the contracts have not yet 
been let under the 1952 appropriation? 

General O_msrep. Yes, sir. We cannot let the contracts until we 
have the money. 

Mr. Covvrert. That does not affect this particular bill; does it? 

General O_mstep. Yes, it does. 

Mr. Covprerr. Will you not have sufficient tank production 
coming up after the next 12 months out of the 1952 bill? 

General O_mstep. That is exactly the point that I am trying to 
make clear, Mr. Congressman. If we do not get the 1952 money 
now——— 

Mr. Covpsrt. I am not talking about this MDAP money; I am 
referring to the Military Establishment. 

General Otmstrep. The Military Establishment is in the same 
position. They do not have the money vet either. 

Mr. Covperr. But they are going to get it, obviously. 

Genera] O_mstep. I hope that we are going to get out MDAP 
money, too, promptly. 

Mr. Covprert. Assuming you did not get any MDAP appropria- 
tion, is there not sufficient money available, assuming you get your 
military appropriations, to keep the tank lines going for the next 24 
or 36 months? 

Mr. O'Hara. No, sir; we are just now engaged in reviewing the 
production schedules for tanks and for a number of other things, and 
over all the 1952 budget will not completely finarce the total pro- 
duction through reorder lead time required on these items. 
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Mr. Couprert. Was not the 1952 program for tanks and other 
military equipment prepared in contemplation of the full equipment 
of our forces, as the general indicated? 

Mr. O’Hara. Equipment of our active forces, but not the total 
requirements for our forces, and not the equipment of some of our 
inactive forces or our war reserves. 

Mr. Covupert. I had the impression that when the 1952 appropria- 
tion was made, we were going to have under contract and in sight 
all of the equipment necessary to take care of the 1,500,000-man 
Army, and the Marine Corps, and all the other components. Was 
I correct in that? 

Mr. O’Hara. You are correct in that, but if you will remember, 
we also had mobilizable Reserves. The equipment for those was not 
fully covered. 

General Oumstep. And there was no provision for expenditures in 
combat. 

Mr. O’Hara. No, there was no provision for combat expenditures. 

Mr. Coupert. If you were to carry that to its logical conclusion, 
your mobilizable Reserve is the total manpower between 18 and 45 
years of age of 150 million people. Certainly you do not contem- 

plate having in warehouses equipment for a 14-million-man Army. 

Mr. O'Hara. No, sir; but for the National Guard and the Active 
Reserves, yes, sir. 

Mr. Couprrt. I did not know that we had made such progress. 
You mean in effect that this MDAP program is, in your opinion, 
necessary in order to prevent tank-production lines from folding up 
within the next 12 months? 

Mr. O’Hara. No, sir; not within the next 12 months, but within 
the time tanks must be financed prior to June 30, 1952, in order to keep 
tank production going without interruption. 

Mr. Couprrt. I am going to have to see some figures on that. 

General Otmsrep. Let me see if I can help a little bit on that 
point. If we were to say that no more tanks were to go to MDAP, 
and the United States forces had its money for tanks now, and if that 
tank line were going to run out of orders by next June or July, and they 
placed a reorder now, that line would run out to the extent the United 
States forces were going to buy tanks with fiscal year 1952 money. 

But there would be no tanks available then for our MDAP purposes. 

Mr. Coupert. Unless you took them out of the production planned 
for domestic forces. sf 

General Otmstep. Unless we took them away from United States 
forces; that is right. There are other shortages as well as other 
problems in there. Much of our unit equipment has been extracted 
from the National Guard. That was to cover combat expenditures 

in Korea. They have not been planned for or charged for production- 
wise; therefore, that creates a shortage. Then in our mobilization 
plan, we expect to have so many divisions on active duty by M plus 

30, M plus 60, and M plus 90. No provision has been made now to 

provide unit equipment for the guard and Reserve divisions that will 
be activated on mobilization day, or 30 or 60 days thereafter. 

Mr. Couperr. That does not surprise me, because General 
Marshall’s whole program, as I recall it, was not to build up equip- 
ment until it was running out of our ears, but to build up the lines 
to be available and to be in constant production. 
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General Otmstep. I think I am approximately correct in these 
figures, although my business does not relate me squarely to the 
requirements for United States forces, but I have seen this in some of 
our G-4 discussions. I think the total tank requirement for unit 
po nk for the committed forces in NATO plus the United States 
forces mobilizable through M plus 12—the total medium tank require- 
ments are—and I would like to state this off the record- 

(Statement off the record.) 

Mr. Covuperr. Are those within the existing military budget, assum- 
ing that vou get the funds included in the request we are now con- 
sidering plus the 1952 military budget? 

General O_mMstep. No, sir. 

(Statement off the record.) 

General Otmstep. What I hope to show you by this chart is that 
you must anticipate the delivery of the last item off the delivery line 
by a committed number of months unless you are going to have to 
take the line down and have unemployment and then have to convert 
to something else and undergo a very destructive time lag before you 
get it back in production again. 

Mr. Covperr. I am not raising any question about that. But 
how can we make any intelligent decision unless we have the over-all 
procurement picture for all the Armed Forces involved in this pro- 
gram? Iam of the opinion that before we get through with this, the 
warehouses in the United States will be jammed to the rafters with 
military equipment of all kinds, because our friends in the military 
are going to get the money. I think the most important thing is to 
see where we are going with this military equipment for NATO and 
our own forces. I do not have that picture in my mind at all and 
that is what I want to get some figures on. 

Mr. WicGteswortu. When you say the over-all procurement pro- 
gram, that includes not only domestic but NATO? 

Mr. Covpert. They are one and the same thing for practical 
purposes. 

Mr. Wicetesworrn. And also what it is contemplated that the 
other NATO nations are going to provide. 

Mr. Covuperrr. 1 suspect that the NATO program and our own 
armed services program were placed in watertight compartments with 
no relationship between the two. 

Mr. O'Hara. They may have been so prepared, before the military 
budget was submitted. Since the military budget has been submitted 
and during consideration here, certain volunteer reductions were 
made and those two programs—amilitary and MDAP—were brought 
together, were considered together, and eliminations were made from 
both of them on the basis of the objective for production and keeping 
the industrial mobilization base active during the period of lead time— 
all those factors were taken into account. About 80 percent of the 
total value of the procurement has been subjected to a review by the 
Munitions Board and by the office of the Secretary of Defense Comp- 
troller for its validity from the standpoint of the compound of those 
various considerations. What is the visible production line? Does 
the tooling capacity exist to bring it into effect? Does the material 
market mane it possible? Does it have to be financed within this 
period in order to maintain uninterrupted production through the end 
of this period? All those factors are being studied and restudied and 
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i we are going through them again and we will go through them again 


and again and again. 


And you are going to restudy them and continue 
to increase your estimates. 


Mr. CovuDERT. 


4 (The following information was requested by the committee:) 
Title 1: Department of the Army—Summary, by agency, matériel program, com- 
parative estimates (fiscal years 1950, 1951, and 1952) 
Acquisition cost of excess items 


Category 








Matériel 


Estimated 








(excluding cost 
rehabilitation) 


of repair and 


Estimated 





2a » 
Actual, Actual, require- Actual, Re ti ised require- 
1950 1951 ments, 1950 ay ’ ments, 
1952 m 1952 
Electronics and other signal | 
equipment $63, 585, 184) $129, 653,993! $168, 250, 069 $247, 802 $356,972; $500, 000 
Radios and radar 55, 651, 146) = 116, 018, 006 37, 030, 557 247, 100 i 500, 000 
Wire communication | _- 4,516, 954 6, 968, 335! 21, 007, 838 356, 972 . 
Miscellaneous equipment_| 3, 417, 084 6, 667, 652 10, 211, 674) 702 
9 Ordnance equipment and | | 
G supplies... |598, 132, 848) 1, 889, 489, 497) 2, 394, 035, 652} 3, 466, 697! 116, 990, 753! 70, 500, 000 
Tanks and combat vehi- | | } : x 
cles , 138, 105, 659) 1, 195, 385, 722) 1, 076, 503, 385) 84, 401, 356) 50, 456, 850 
Motor transport vehicles__|198, 493, 966) 286, 679,460! 358, 957, 280| 
Small arms and machine | | | | 
guns 24, 673, 889 48, 128, 026 119, 505, 111) 366, 489 394, 479 542, 850 
Artillery and fire control 22, 306,356) 174, 620, 185 231, 264,312) 2,589,290} 27,335,931! 17 S01 250 
Small arms and machine- | | . 
gun ammunition. 15,082,786) 15, 458, 751 51, 820, 174 3, 439] 
Artillery ammunition 143, 421,027; 149, 441, 613 489, 105, 420) 480, 528 4,794, 261) 1, 593, 300 
Bombs, rockets, and mis- | are 
cellaneous ammunition_| 18, 469,327 19, 775, 740} 59, 033, 783 30, 390} 61, 287 
Miscellaneous ordnance 37, 579, 838 543, 916 105, 750 
Aircraft and aeronautical | : 
supplies 7, 293, 271] } 
Engineering equipment and | } 
supplies 29, 537, 763 41, 670, 932 45, 433, 131 34, SO0 12 
ok Quartermaster equipment and 
2 supplies a ean 6, 174, 924 504, 333 1, 204, 557 
Clothing and equipage 4, 861, 838 1, 031, 241 
Subsistence and forage 
Miscellaneous 1, 313, O86 504, 333 173, 31¢ 
Petroleum and its prod- | 
ucts (other than A/C) | 
Medical equipment and sup- Bi 
: plies 139, 917 350, 176) 4, 246) 
‘ Chemical equipment and | | 
4 supplies 82 273, 924 7, 764 
%, Adjutant General supplies 601, 634 
Subtotal (matérie)) 697, 570, 718/2, 062, 268, 405) 2,610, 149,143) 3, 749, 299) 117,359, 747 71, 000 000 
Repair and rehabilitation of : 
Ms excess_. é dada 804, 766 48, 178, 448 ‘ 
Total, matériel and K | 
repair and rehabilita- | 
: tion of excess 698, 375, 484) 2, 110, 446, 853) 2, 610, 149, 143 
E Accessorial costs: : 
: Packing, handling, and | } 
crating: 
1950 program 3, 657, 364) 11, 492, 256) 20, 569, 896 
® 1951 program. 1, 113, 000 26, 360, 006 
BA 1952 program : 63, 175, 153 
iv Inland transportation: | 
ng 1950 program... 1,522,215! 15, 894, 402} 7, 588, 654 
we et Pn Sneae a 1, 111, 700 16, 794, 567 
2 1952 program. pee 37, 905, 095 
& Ocean transportation: 
1950 program 806, 334) 8, 422, 183 24, 756, 607) - 
1951 program o 815, 500) 31, 214, 193) ___- 
1952 program.__. 48, 320, 934 ; 
Grand total 704, 361, 397 2, 149, 295, 894 2, 886, 834, 248\__ 
$9249—51—pt. 2 4 
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Matériel program, Navy, comparative estimates (fiscal years 1950, 
1951, and 1952) 
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| Acquisition cost of excess items 







































































Matériel (excluding cost of repair and 
rehabilitation) 
Category q ages FE , le 
| tstimated | | Estimated 
Actual, | Actual, require- Actual, estimate | require- 
| 1950 1951 ments, i 1950 ’ | ments, 
1952 | | 1952 
| 
Vessels $252, 000) $130, 699,511) $415, 785, 003)$42, 178, 400 $71, 806, 720|$76, 822, 530 
Combatant 20,376,120! 56, 767, 500! 39, 600, 000 67, 728, 320 76, 527, 880 
Minecraft 66, 794, 297 281, 533, 327] 
Miscellaneous | 252, 000 34, 529, 094) 77, ', 484, in 2, 57 8 400 ry 078, 100) 294, 650 
Vessel equipment | 17,355,185) 29,424,645] 78, 538, 401 Ez 902 1,019, 410) 24, 750 
Minesweeping gear | 2,354, 805 3, O48, 825 13. = 800! Bee 60, 373! 
Spare parts_. | 4, 123, 250 4, 777, 757 9, 795, 005) 24, 552) 947, 834)... 
Electronics | 10, 421, 483 18, 090, 604 33, us, 970) iste | 10, 190 24, 750 
Other vessel equipme nt 455, 588 3, 507, 4 59 21, 365, 626) 350! 1, 013} 
Aircraft and aeronautical | * 
equipment 2, 549, 729 30, 298, 541) 162, 849, 258) 16, 095, 790} 11, 178,388) 8, 854, 736 
Aircraft and aircraft spares 1, 832, 451 27, 694, 692 der al 16, 095, 790 “i, 051, 266 8, 854, 736 
Other aeronautical equip- | on 
ment. a 717, 278 2, 603, 849 35, 041, 670 127, 122 
Ordnance equipment signs | . 
plies- 14, 255, 793 70, 824,092} 170, 307, 835! 12, 305, 433 6, 249, 364)... ___ 
Naval guns__.._______.- 1, 632, 809 10, 509, 283) 49, “420, 951) 7, 681, 408 5, 686, 294 
Artillery ammunition 3, 252, 118 19, 397, 076) 42,720,050) 4,445, 951 202, 065)... . 
Bombs and rockets 4,316, 977 6, 851, 938 26, 354, 888) + aria ad 
Miscellaneous ordnance 5, 0: 33. 799 51, S11, 946} 115, 074 361, 005) _.. ..- 
Engineering equipment and | ol 
supplies ___. 55,943) 11, 404, 184) 5, 212, 058) Re hinds Metha\sebinaeebllpirai ines nex 
Quartermaster equipment and | | 
supplies and NGS 49, 295 i eee Peewee ee madd 
Clothing and NGS_____. 49, 295} | Aaa SSAiec mo ote ged a 
ES SR CER sass Se Se! SAS Tee Ba is ii J Relais t 
Medical equipment and sup- : fei eB | igee mS iS . 
plies 271, 532 0) 114, 005 ha eebaabasen -|----------- |----- 
Subtotal (matériel) 34, 740, 132) 272, 700,268, 833, 782, 380 "70, 604, 525) 90, 253, 882| 85, 702, 016 
Repair and rehabilitation of | 
excess 18, 733, 236 A, <1, 331 5, 662, 772 Raa arr. a Sa 
Total, matériel and re- | | 
pair and rehabilita- | 
tion of excess_. 53, 473, 368 _ 284, 1, 599 _ 839, 445, 152 me | 1 5, 000, 000 
Accessorial costs: | Zs Pe Raga aA 
Packing, handling, and | | 
crating... } 331, 015 1, 103, 201 18, 468, 
A. 1950 program _. 331, 015) 538, 287) 4, 145, 2 2 
B. 1951 program __- 564, 914 11, 333, 
C. 1952 program _- 2 - 989, 2 
Inland transportation : 37, 921 484, 619 19, 326, : ; 
A. 1950 program __ 37, 92; 175. 770 4, 747, f 3 
RB. 1951 program je 308, 849 11, 589, 52 
C. 1952 program _. 2, 989. 
Ocean transportation 277, 265 532, 414 9, 101, 7 | 
A. 1950 program _. 277, 265 222, S01! a 1, 955, 207) i PPE + et 
B. 1951 program 309, 913 5, 651, 868 a ieee ae 
C. 1952 program _. “ 1, 494, 640 | 


Grand total 


54, 119, 569 


286, 231, 833 


S56, 341, 2 25 
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Title I: Summary by agency, matériel program, comparative estimates (fiscal years 
950, 1951, and 1952) 


{Estimating agency: Department of the Air Force] 


| 


| Acquisition cost of excess items 
Matériel | (excluding cost of repair and 
rehabilitation) 











Category | f 2 css. een 
Estimated Revised |Estimated 
Actual, | Actual, | require- | Actual, eatiinate require- 
| 1950 °° | 1951 ments, | 1950 ~"1951 “> | ments, 
| 952 ” | 1952 
ashi - + |- _ a" oe eee 
Aircraft, spare parts, aeronau- | | | | 
tical equipment and sup- | | | | | 
pie. 53.5. '$23, 203, 816) $919, 581, 859) 338, 063, 904/$11, 245, 769 |$160, 751, 833) 


shenecaios and other signal | 


Sain ncurcanees 14, 884, 490} 179, 630, 998) 93, 648, 309 






































Radios and radar- 14, 883, 64 696) 179, 368, 268) 89, 495, 855 
W ire-communications | 
equipment_.___. } SR 165, 231 | EE ae ee } 
Miscellaneous equipment | 794) 97, 499) 2 , 063, 939 ae 66 
——— ee = : 
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WEDNESDAY, SEPTEMBER 19, 1951. 
TITLE I—EUROPE—ECONOMIC ASSISTANCE 


Mr. Gary. The committee will come to order. 





We will be glad to hear from you at this time, Mr. Bissell. 


GENERAL STATEMENT 


Mr. Bisseiu. I presume that you wish to start with a general 


statement on the economic side of the program. 


There are certain figures that you may wish to put into the record 
that appear on pages 18 and 19 of the document that is before you. 

The figures set forth the appropriation requests for the fiscal year 
1952 under title I for economic aid, the amount of the request being 


$985,000,000. 
Mr. Gary. That is title I? 
Mr. Bissevu. That is correct. 


BREAKDOWN OF 


COUNTRY-AID PROGRAMS 


Mr. Gary. We will insert pages 18 and 19 of the justifications in 


the record at this point. 
(The tables referred to are as follows:) 


Country-aid programs: Fiscal years 1951 and 1952 (illustrative)\—Economic 


assistance, Europe 


[In millions of dollars] 





Program, Program, ; Advance | Country 
fiscal fisca! in fiscal | aid. fiseal 
Country year 1951 | year 1952, year 1951 | year 1952 
(1) (2) (3) | (4) 
$110.3 $105.0 $4.0 $101 
74.3 rer 
45.1 30.0 30 
. 33.1 170.0 10.0 160 
t 334.8 ll4 14.3 100 
173.5 170.0 170 
&.4 6.0 6 
236.8 163. 2 3.2 160 
101.9 105.0 105 
46.1 20.0 20 
Tr fi. 2 
45.0 45.0 45 
15.0 " 
11.7 
Se 2 SS EES BES ~ 
298. 4 AEE, SER re 
29.0 40.0 Ni 40 
2, 030.8 968. 5 31.5 937 


Program f 1 
House authorization act. 
? Exch 


country sic 


© fiscal year 1952 tentative and illustrativ: 
ides comparative tr 


on preceding table. 





Total country aid reduced in conformance with 


ransfers, which raise this program to $2,094,784,000 of obligations, as shown for 
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Comparative summary of obligations'—Economic assistance, Europe 


[In thousands of dollars] 


|} Actual, Actual, Estimate, 
Item | fiscal year fiscal year fiscal year 
} 1950 1951 1952 
1. Country aid (including dependent area development) $3, 982, 863 $2, 094, 784 $936, 908 
(a) Unobligated prior-year allotments : | 1, 383 
2. EPU capital fund . ce 350, 000 y 
3. Technical assistance ‘. ube a | 13, 000 et 3, 408 20, 000 
4. Bilateral technical cooperation SSN , | 1 478 2% 
5. Multilateral technical cooperation ? Seared - 342 342 
6. Ocean freight, voluntary relief packages - -- a: alihoneaal 8, 006 3, 648 | 2, 700 
Ce ere ad a ames mnemaes 6 11 | 50 
8. Administration ncaa 18, 198 22, 861 25, 000 
Total me ae 4, 022, 074 2, 485, 532 986, 383 
Unobligated prior-year allotments reappropri: ated____- ths te —1, 383 
Appropriation request -_--...---.-- PEGI 2, OS En. Zornes | Se eM 3 985, 000 





! Excludes public debt authorization for investment guaranties and loan to Spain. 
2 This program, although financed in part under title I, is justified on a global basis. 
3 Estimated requirements reduced to conform with House authorization act. 


Mr. Bisseiut. The comparison is there given with earlier years. 

Mr. Gary. According to page 18, your appropriation request is 
$985,000,000. Where is the corresponding figure on page 19? 

-Mr. Bissetu. On page 19, sir, in column 4, the total is shown under 
the heading “Country aid, fiscal vear 1952,” in the amount of $937,- 
000,000, which corresponds to the total shown in line 1 on page 18, 
in the amount of $9: 36,908,000. 

The table on page 19 gives a breakdown by countries of the country- 
aid figure that is requested. There are one or two brief comments 
that may be in order on these figures, and particularly the comparison 
with preceding years. 

The figure shown for comparison for the fiscal year 1951, the total 
there includes some $245 million of MDAP funds that were spent for 
purposes analogous to the economic aid that is here proposed in this 
same set of countries last year. Therefore, the figures under fiscal 
year 1951 in the table on page 18 cover both funds appropriated for 
the European recovery program to the ECA and obligated for that 
purpose, and also the sum that I have mentioned, which is in round 
numbers $245 million, of funds appropriated under the Mutual De- 
fense Assistance Program for the financing of raw materials, machine 
tools, and components that enter directly into military production. 
There is also included in there items for aid to Yugoslavia, which was 
financed last vear out of the MDAP appropriation very largely. 

If I may, I will go to the table on page 19. There is there shown in 
the second column the sums that are proposed to cover the program 
for the current fiscal year. As indicated in the third column, some 
funds were obligated out of the previous year’s appropriation, which 
are chargeable, how ever, to this fiscal year’s appropriation. So that 
the amount of aid requested as shown in column 4 is, by that $131 
million, less than the program totals. 

Mr. Gary. $31% million. 

Mr. Bisse... Excuse me, $31% million. 
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SAVINGS IN FUNDS APPROPRIATED FOR 1951 


I might mention, sir, that in the course of fiscal year 1951 there 
were very sizable savings in the funds appropriated for the European 
recovery program. Actually the savings that I think it is useful to 
note totaled some $368 million. The largest of these are funds that 
by act of Congress were appropriated or reappropriated for the 
India grain program. In that legislation originally it appropriated 
$100 million, or transferred that, from the ERP appropriation. It 
also directed that all funds unobligated and not allotted to countries 
by the end of the fiscal year should cease to be available for the 
European program and become available for the India program. 
The amount of that surplus was $61% million. Altogether $161} 
million of the previous year’s appropriations are available for the 
India grain program. 

The other items, savings or changes that I will mention, are a 
transfer amounting to $75.4 million from the European program to 
the southeast Asia program, a transfer that was authorized by the 
Congress nearly a year ago. Some $50 million were retained in re- 
serve by the Bureau of the Budget and at no time apportioned to 
the agency. A total of $50 million was used for aid to Yugoslavia, 
again pursuant to congressional action nearly a year ago, in the fall 
session. 

So taking the advances against the current year’s program, th 
total savings were some $368 million. 

Mr. Covupert. Off the record. 

(Discussion off the record.) 

Mr. Brssexvu. If I may, sir, I would like to make one general 
comment about the figures that are before you and all the testimony 
that I shall present. 


INADEQUACY OF AUTHORIZATION IN PENDING LEGISLATION 


The members of the committee are aware that the executive branch 
sought an authorization of over $1% billion for this purpose; that is, 
for economic aid to Europe, title 1, in the current fiscal year. The 
figure of $985 million is the authorization in the House legislation and 
represents, of course, a cut of a little over one-third, if I am not 
mistaken, from the original request. 

As I will have to comment on a number of points, it is our con- 
Viction, a conviction we hold perhaps even more strongly than a 
month ago, that this sum will not make it possible for us to secure 
from the Europeans the maximum contribution to their own defense, 
of which we believe them to be capable. 

Actually we have had occasion in the last 10 days to reexamine 
European economic requirements on the same basis on which they 
were appraised in the course of preparing our presentation to the 
authorizing committees. In the course of the 2 months that have 
intervened a number of circumstances have actually worsened the 
Europeans’ economic position. The result is that if today we were 
starting again to seek authorization of funds for this purpose we 
would ask for approximately a quarter of a billion dollars more than 
the request, which in round numbers was $1% billion, which was 
made in May and June. 
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Mr. Covuprrt. What is the criteria by which you determine that 
figure? It seems to me those are figures you largely have to pull 
out of a hat. Is there a substantial criterion? Is it based upon 
a theoretical military program to be in operation at a given date? 

Mr. Bisse. Basically that is the task, Mr. Coudert. 

Mr. Covupert. Does the fact that the economic aid actually pro- 
vided is somewhat less than you would like to have simply mean that 
it will retard by a number of months or a period of time achievement 
of the target date of the medium term defense plan, which is some 
time in 1954? 

Mr. BisseLu. The more immediate target date toward which we are 
aiming is to accomplish a set of military tasks by the middle of 1954. 
I think the principal effect of an appropriation smaller than we had 
requested—the principal, but not the only effect—will be to retard 
the accomplishment of that military task. 

Mr. Couprrr. That is assuming that the Europeans are unwilling 
or unable to, by that small degree of difference, increase their own 
efforts. 

Mr. Bissevu. Yes, sir; unable, and as I will be discussing in connec- 
tion with the justification itself, I think that the essential point is that 
it is not merely a matter of finding some hundreds of millions of dollars 
as such, or even a few hundred million dollars worth of resources in 
Europe, to make good the effects of any smaller amount than we had 
felt to be desirable. I think it is a more complex relationship, but 
if I may, I will come to that and try to give you a more effective 
answer. 

Mr. Couprrrt. Off the record. 

(Discussion off the record.) 

Mr. Bisseiu. I have made this general remark only to explain to 
the committee why it is that at a number of points in my testimony 
I will be referring to what I think can be accomplished on the basis of 
the appropriation request before vou, and contrasting that with what 
I believe could be accomplished on the basis of something closer to the 
original figures. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Bissetu. Mr. Chairman, with that I will in the course of my 
further testimony mention some of the specific circumstances that 
have arisen in the last 2 months that would prompt that larger request, 
but I think I can do that with a saving in time if I incorporate it into 
the rest of my remarks. 

What I would like to do now, sir, if I may, is to outline, mentioning 
significant figures as I go along, the specific steps by which we have 
arrived at these figures. I wish to try to answer just as directly as 
I can in that the question as to the relationship between this economic 
aid and rearmament. 

Since this is a title of something that is called mutual security 
legislation, I want to try to explain the relationship, and not just in 
vague general terms, but in terms specifically of military rearmament 
between the so-called economic aid—that is, the economic side of this 
legislation—and the rearmament in Europe. I do want to say this: 
Unquestionably the proposal which is before you provides for the 
carrying on of what I would call some unfinished recovery business. 
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I do not wish to assert to this committee that all the aid requested 
even under title I can be strictly and directly related to rearmament. 
I will come back to this point and be glad to answer questions on it, 
but I will give you for illustration the clearest case. 

One of the countries to which it is proposed to give aid, even with 
the reduced amount, is Austria. Austria has no military establish- 
ment. A large part of Austria is occupied by the Russians. It is 
perfectly apparent that there is little or no connection between the 
military strength in being anywhere and this aid to Austria. 

Also, in my view it would be a gross misrepresentation to suggest 
to you gentlemen that all of the aid for Greece is directly related to the 
strength of the Greek Army and nothing else. Those are perhaps the 
two most extreme cases where the continuation of aid cannot be justi- 
fied in terms of its making possible a more rapid increase in military 
strength measured in forces in being in Europe. 

Mr. Couprert. You mean by that that Greece is almost entirely 
dependent upon the United States? 

Mr. Brsseu. It is still heavily dependent, sir. 

Without trying to put quantities to it, what I mean to say can be 
put this way: Still further reductions in aid to Greece would affect the 
security position of the United States in two ways. It would directly 
affect it by causing, I am quite convinced, a further curtailment in the 
Greek budget and the Greek military expenditures and a reduction in 
the size of the Greek armed forces. Over and above that, it would 
affect it by causing or permitting or making inevitable further deterio- 
ration in the economic position in Greece, with all that that implies, in 
the way of weakening of a society which currently is among our allies 
and is, we believe, an element of the strength of the west. 


COMPARISON OF RESOURCES OF THE WEST WITH RUSSIAN AND SATELLITE 
COUNTRIES 


I think, sir, now to set forth the elements of the economic case I 
would like to begin simply with a comment that I think requires 
little elaboration, which is illustrated by that chart. That is familiar, 
I am sure, to all of you. That chart gives simply a rough comparison 
by a few measures of the resources of the West as compared with the 
resources of the whole of Russia and the satellites. 

Mr. WicGLeswortu. Are those figures for what you might call 
ECA Europe? 

Mr. Brssetu. They are for ECA Europe, Mr. Wigglesworth. 
They, therefore, go beyond, of course, simply the NATO countries. 

Mr. Covperr. Off the record. 

(Discussion off the record.) 

Mr. Bisset. I think the only further comment I will make on this 
is that even if one illustrated many more indexes it is a fact, as you 
gentlemen are aware, that Western Europe as we have here defined 
it has considerably greater economic resources by itself than the 
whole of the Soviet bloc. That is indicated in steel and electricity 
production and consumption. One could, as I say, adduce a number 
of other indexes or measures which demonstrate the same results. 

I think the main relevance of that fact is a remark that Mr. Martin 
made yesterday, of the very large stake that we have in not only 
securing this area in our alliance, but certainly preventing the 
Russians from making use of its resources. 
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Mr. Coupert. Mr. Chairman, I think it would be helpful to have 
those final figures in the record, to refresh our recollection. 

Mr. Gary. Yes, I think so. Can you give us that for the record? 

Mr. Bissetu. I have the figures right here, sir, as they are there 
shown. With the exception of Yugoslavi ia, I think they are substan- 
tially correct. 

Mr. Gary. Does that include Spain? 

Mr. Bisse.tu. No, sir; it does not include Spain. I should have 
mentioned that. We could, if you wish, certainly for population 
and I think for those four things, add both Spain and Yugoslavia in, 
if you wish to have the figures on that basis. 

Mr. WiGGLeswortu. Spain is not included? 

Mr. Bisseuu. No. 

Mr. Covuprrr. Then add the Spanish figures, too. 

Mr. WicGteswortu. What is the Spanish population, roughly ? 

Mr. Bisseuy. I would have thought 20 million, roughly. Twenty- 
two million. 

(The information is as follows: ) 


Comparison of population we e emp United States, free Europe, and 
. R. and satellites 





} Production in 1950 


Population Steel Crude oil Electricity 

Million Million Billion kilo- 

Millions short tons metric tons watt-hours 
United States. : = 153.0 97.0 270 388 

Free Europe 

13 participating countries, total 250.0 53.6 4 196 
Austria -._. 7.1 1.6 1 5 
Belgium-L uxemburg 8.9 6.8 : 9 
Deomark - - 4.3 2 
France 42.7 11.6 32 
Germany (Federal Republic) ! 47.7 13.3 2 44 
Greece 7.6 NA 
Iceland 1 NA 
Italy 46.4 > ¢ 25 
Netherlands 10.2 l 6 
Norway K a | 17 
lurkey | 20.9 1 1 
United Kingdom | 50.8 18. 2 55 
Ireland 3.0 1 
Portugal. . 8.5 1 
Sweden. - 7.1 1.6 18 
Switzerland 4.7 gy 
Spain 28.3 9 7 
Yugoslavia 16.3 2 
U. 8.8. R. and Satellites 300.0 38.0 44 132 
U.S.8.R 205.0 30.0 38 9 
Satellites in Europe. 05.0 8.0 6 42 


1 Excludes Western Berlin with a population of 2.1 million. 


CAPABILITIES OF EUROPEAN COUNTRIES TO BUILD UP MILITARY 
EXPENDITURES 


Mr. Bisseuu. If I may continue, Mr. Chairman, I think the proper 
starting point, aside from just a glance at the resources available, is 
a statement of the military job to be done, put into economic terms. 
I have already given you the figures, and I will save your time by 
not repeating them, but if I may remind you of the totals, we hope 
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and we believe that it would be within the capabilities of these coun- 
tries to build up their total military expenditures, of the entire group 
of countries excluding Yugoslavia, because we do not have the infor- 
mation, to $11.8 billion in the current fiscal year. 

Mr. Wiccieswortu. What resources? 

Mr. Bisse.u. This is their total military expenditures, sir. 

Could I say that all the figures I give you, unless I mention other- 
wise, will exclude Spain and Yuogslavia but will include all the rest 
of the countries, so that I will not have to waste vour time with that. 

Given the appropriation request before you and on that basis, we 
expect the figure to be somewhat smaller, as I mentioned yesterday. 
The total is roughly $10% billion of defense expenditures. 

Mr. Wiacieswortn. Off the record. 

(Discussion off the record.) 

Mr. Bissetu. I have already given the figures by countries yester- 
day: I will not repeat, unless vou wish me to. 

To give the comparable figures for the same group of countries, 
that is just over $7% billion in fiscal year 1951. Therefore, on the basis 
of this appropriation request and of this sum of economic aid, the job 
that we think can be done and should be done by the Europeans, 
with our help, is in effect to increase the total of their budgets from 
$7‘5 billion to $10%5 billion. We think they could have done more. 

Mr. Covpert. Pardon me again. I am trying to follow you. Is 
that $10% billion based upon this $968 million? 

Mr. BisseLy. Thatiscorrect. The larger figure that I mentioned of 
$11.8 billion would be on the basis of substantially our original 
request. 

Mr. Covprert. What is the difference? A half billion? 

Mr. Bissevu. No, sir. The difference is just under $1% billion. It 
is the difference between $10.466 billion and $11.829 billion, to give 
the exact figures. The difference exactly is $1.363 billion. Most of 
that ditference there, and of course most of the increase from last 
year that we hoped for to the current fiscal vear is in the NATO 
countries and Germany, the smaller group of countries. For that 
group of countries we hope, on the basis of the request before vou for 
military expenditures, to have approximately $10.1 billion. That is 
the NATO’ countries and Germany. That compares with approxi- 
mately $7.2 billion in the previous fiscal year. You can see, there- 


fore, how predominant is the importance of the present North At- 
lantic Treaty members, plus Germany. 


Mr. Covpert. Mr. Bissell? 
Mr. Bisseuu. Yes, sir. 


RATE OF EXPENDITURES DURING 


Mr. Covuprert. We are now in October for all practical purposes. 
At what rate have you been spending under the continuing resolution? 

Mr. Brssevv. In the first month, sir, of July, we obligated about 
$120 million as against a possible total of $145 million, I believe. 

Mr. Covpert. Do not go to the figures, unless somebody else wants 
them, but have you been Spending on a rate based upon this figure of 
$968 million, or last year’s rate? 

Mr. Bissett. Much closer to this, Mr. Coudert. 
the arithmetic in my head. 


CURRENT FISCAL YEAR 


I am trying to do 
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Mr. WieeLeswortnu. Could we have that August figure? 

Mr. Bissety. The August figure I think was only about $20 million. 
It was about $145 million, I think, for the 2 months; which we have 
deliberately kept down close to this figure. I will elaborate on that 
point. 

Mr. Coupert. All right. 

Mr. Bissett. May I say this, since you have asked the question: 
This was discussed informally by Mr. Foster with several Members of 
Congress. I am not sure whether he talked to you, Mr. Gary. 

Mr. Gary. Yes; he discussed it with me. 

Mr. Bisset. Our reason for doing it was that we believed it our 
duty after the action of the authorizing committees of the Congress 
and the Houses of Congress, and pending consideration by this com- 
mittee, to hold down our expenditures, whatever the effect might be. 

Furthermore, | am sure you gentlemen will understand that these 
countries can certainly, without any catastrophic effects, get through 
a period of 2 or 3 months, when the rate of obligation of funds is thus 
restricted. We have before us very urgently the decision as to how 
we shall proceed in the next 3 months. That, I think, we will want to 
discuss with you. 

Mr. Gary. Mr. Foster discussed that with me, and I advised him at 
the time that I thought it would be well for him to continue his pro- 
gram on the basis of making the least expenditures possible without 
disrupting the program. 

Mr. Bisseuv. Yes, sir. 

Well, Mr. Chairman, | have given these figures on military expendi- 
tures because for our purposes this is the most significant economic 
measure of the job to be done. 


MANPOWER PROBLEM JN EUROPE 


Now, there is another measure we could give you. I think this was 
discussed yesterday. I do not have the figures directly in front of me. 
That is a measure in terms of manpower withdrawn from the working 
force. 

One reason I do not propose to go into those figures at this time is 

because there are only one or two countries in Europe where at least 
in this fiscal year the drain of manpower into the armed forces will have 
& serious economic impact. That is, with a shortage of labor supply. 
It is already having such an impact in Norway, even though the 
armed forces are small. It is having and will continue to have such 
an effect in the United Kingdom. 
_ Generally speaking, however, outside of those two countries, there 
is not a sufficiently tight manpower supply in general in Europe so 
that drain of manpower into military has an important economic 
effect. But Iam sure you gentlemen realize perfectly clearly why we 
focus the discussion on military expenditures. That is a measure, and 
it is significant for our purposes as a measure of the extent to which 
the output produced from the production of these countries during 
the year has to be diverted to military purposes. 

Mr. Couprert. Why is the difficulty involved in military produc- 
tion? If the plants are there and the equipment is there and the 
manpower is there, why does it make such a difference as to whether 
they are diverted to military production, rather than something else? 
It is not the old dollar question, is it? 
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Mr. Bissexu. It is in some cases, and I would like to try to answer 
that question as I go along, sir, but may I answer it here in these 
terms: The use of labor and facilities and fuel and raw materials for 
military production must either come out of production for some 
other purpose or, of course, it has to come out of an increase in total 
output. 

Mr. Couprert. Why does it have to come out of production for 
some other purpose? 

Mr. Bisse. I said, sir, that it either has to come out of some 
other purpose or else it has to represent—in the sense of coming out 
of—an increase in total production. It is our belief that it will in 
fact in Europe in most of the countries, though not in all of them, 
come out of an increased total production and not out of and not 
away from other purposes. 

Therefore, I am not arguing, and these figures do not suggest, that 
to the extent that the Europeans put their manpower, their facilities 
and materials into military uses that that will mean a corresponding 
reduction in what is available for other purposes. 

I think that that is exactly your point, if I understand it. Indeed, 
I might say, sir, that one of the most important single propositions 
that I want to explain and emphasize for you is the very one you 
have suggested, that this job of rearmament in Europe has to be 
done mainly by expanding total production in Europe and not by 
taking goods away from other uses and putting them into military 
uses. 

FACTORS LIMITING TOTAL PRODUCTION IN EUROPE 


SUPPLY OF COAL 


Mr. Covuprerr. What limits the total production? 

Mr. Bissevu. | would say, sir, the availability of resources of all 
kinds. I think in fact in Europe today, if one may generalize across 
the board, the most serious single limitation at the moment is the 
supply of coal. 

Mr. Couperr. If we supplied them the coal would they be able to 
increase production? 

Mr. Bissevu. We are supplying, sir, coal in very large quantities. 

Mr. Couverr. Yes, very large quantities. 

Mr. Bisseuu. Since you have mentioned this I might say, sir, that 
the most important single development that has a bearing on the fi- 
nancial position of Europe in the last-6 weeks to 2 months is a very 
great upward revision of our estimate of the amount of coal the Euro- 
peans will have to get: from here in order to keep their industrial 
machine going at full blast. 

Mr. Covprert. What has happended to European sources of coal? 
Is it because the Polish coal has become unavailable, because of the 
iron curtain? 

Mr. Bisseviu. There are three things, sir. It is partly a condition 
of the coal going from Poland to the east instead of the west. It is 
to our interest in several ways to cut down the Polish coal importation. 
There is a very acute problem of that sort with Denmark at the mo- 
ment. Asecond reason is that both German and British coal produc- 
tion—and they are the two big coal producers—has not been able to 
expand its output of coal over the past 3 vears nearly as fast as general 
industrial production has expanded. 
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r Mr. Coupert. Is there any particular reason for that, or is it a 
se lack of total coal resources? 
or Mr. Bisse.u. I think there are a number of reasons, sir. If one 
e had to pick the most important single reason at the moment—Mr. 
il Chairman, I believe it would be desirable for me to take this off the 
record, if you will permit me to do so afterward, but I would like to 
or discuss it freely here. 
(Discussion off the record.) 
e 
t EFFECT OF POLITICAL DIFFICULTIES 
n Mr. Coupert. That means in substance that as a net result of 
, that, the United States is paying the penalty, because of political 
t difficulties in Germany, in that particular instance? 
Mr. Bissetu. I think that is fair to say, sir; that whole complex of 
t political difficulties is certainly going to have its impact on us. 
4 Whether we appropriate funds or not, my argument is that we will 
5 either pay the penalty in that form or in some other form. 
If I may say so, sir, I do think there are a lot of cases where it is 
’ the failure of essentially political settlements that is costing us money. 
‘ I would say, for instance, if we had been able to get before this time, 
, or if we could promptly obtain a political settlement in Austria, to 
, take again one of the clear cases, it would save tke American taxpayer 
j money for years to come. 
: Mr. Couprrt. In what sense—increased production, you mean? 
Mr. BisseLu. Yes, sir. I mean, if we could put an end to the 
Russian occupation, if we could arrive at a peace treaty for Austria 
which would mean the actual withdrawal of all foreign troops, I 
think Austria’s economic recovery could move forward very much 
more rapidly than has been possible to date or will be possible unless 
| that happens. I just give that as an example of a political situation 


that has been costing us money and [ personally believe will continue 
to cost us money. 


Mr. Couprrtr. What about French coal production? 
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) Mr. Bisseiy. That has shown the best performance, contrasted 
with prewar, of any large coal industry in Europe. 
Mr. Gary. The Russian political situation is costing us nearly $100 
e billion a year, is it not? P 
3 Mr. Bisse. “Yes, sir. Now, in the British coal industry, I think 
4 the circumstances are very different. They have had a chronic short- 
§ age of manpower in those mines since the war. Their productivity 


per man, their output per man has shown a lot of improvement in 
the last 2 years. But they are still suffering from a manpower shortage 
and there is no doubt in my view, if they could obtain more manpower 
for the mines, they could increase their production 4 or 5 million tons 
a vear within a space of no more than 6 or 8 months. 

Mr. Covuprrt. I am very much interested in the line that you are 
pursuing now. In explaining the obstacles to increased European 
production, the first thing you stated, the first thing you mentioned, 
was coal, and to a large degree the reason for that was political. 

Mr. Bissetu. In Germany, yes. 

Mr. Couprrr. As to the Polish coal, that certainly is the case. 

Mr. Bissetu. Yes. 

Mr. Covuprrr. And the internal German political problem has 
affected German production? 
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Mr. Bissetu. That is correct. 

Mr. Couprerr. What are some of the other obstacles to sub- 
stantially increasing European production? 

Mr. BisseLu. You understand, of course, if I may put in this 
parenthetical comment, we have presumed a large increase in produe- 
tion in the figures that are before you. I am asddressing myself to 
your question as to why couldn’t there be an even larger increase? 

Mr. Covperr. Those figures that you are referring to are total 
production or military expenditures? 

Mr. Bissett. Both. The ones I have given you are military 
expenditures. I have not yet come to the others and since they are 
relative may I quote two figures at this point? 

We have presumed on the basis of the appropriation request before 
you—that is, we have estimated gross national product of the whole 
group of countries in Europe—that is, including Austria, Greece and 
Turkey—would increase from $133.7 billion in the United States 
fiscal year just ended to $138.7 billion in the new fiscal year. And 
those figures, by the way, are in constant dollars; that is, eliminating 
price increases. 

Now, for the NATO countries and Germany, the group with which 
we are more directly concerned, the comparable figures are from 
$126.4 billion last year to $131.5 billion in the fiscal year 1952. That 
is the increase in total production we believe possible with economic 
aid of the scope of $937 million. 

(Statement off the record.) 

Mr. Bissety. May I say that we have left out of these figures four 
countries, Portugal, Sweden, Ireland, and Switzerland, because aid 
to those countries has been terminated and in the case of three of them, 
they are neutrals. 

Mr. Covpert. Is not their production available? 

Mr. Bisse.u. There production is available, and the way that that 
appears really is in the trade of the other European countries with 
them. We have there made allowance for, let us say, a net drawing 
upon the resources of these neutrals to the extent of about $150 million 
next vear by the other European countries. But you will understand, 
Mr. Coudert, that although their production is available, it has to be 
paid for and therefore, when we are talking about financial problems, 
although that production is very important for Europe, it is not pro- 
duction that minimizes or lessens very directly the financial problem. 

Mr. Chairman, I will continue very briefly to finish answering Mr. 
Coudert’s question which is, What are the other obstacles to still 
greater increases in over-all production in Europe? That is the way 
I interpret the question that he asked. 


SHORTAGE OF SUPPLIES OF RAW MATERIALS AND CRITICAL COMPONENTS 


I think now going beyond coal which I picked as the most important 
single limiting factor at the moment, probably the next one is gen- 
erally the supplies of raw materials and of certain critical components. 
In other words, those are the very factors that are operating in this 
country. 

I will mention a few of those, but they are familiar; iron ore, scrap, 
and other sources of ferrous are very short in Europe, as they are 
here. Nonferrous metals are in short supply. I would say that iron 
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ore, scrap, and nonferrous metals are most important in the category 
of materials. 

When one goes beyond the limitations that are imposed by sup- 
plies of raw eateelide and fuel, 1 think the next thing one would 
come to are certain critical components and critical facilities. 

For instance, today in Britain and Germany and I think very 
shortly, if not already, in France, electric-power capacity is becoming 
a serious bottleneck. The British are going to lose appreciable 
potential production this winter; I think the Germans are losing 
some and the French are losing some now. 

When you go into components I am really not competent to give 
you much detail on that, but you would find a picture very similar 
to that in the United States, although I am inclined to think perhaps 
less acutely, sir. But those are the kinds of physical factors that set 
the limit. 

Steel capacity, as distinct from supplies of coal and iron ore, will 
become a limiting factor there as it already is here. It is not correct, 
however, to say that it is already a limiting factor, because the 
French steel industry is operating significantly below capacity, for a 
shortage of coke. The British industry could produce more if thev 
had more iron ore. The German industry is operating, [ would guess, 
pretty close to its present actual capacity, but there are not actual 
capacity figures. And the smaller countries, Belgium and Italy, are 
certainly, I should think, about at capacity. 

Mr. Covupsrr. Is not the general industrial productive possibility 
of Western Europe pretty well very largely affected by the subtrac- 
tion of the iron curtain countries from their normal markets, which 
they theretofore, had in addition to the loss of the great Chinese- 
Asiatic markets? Are we not somewhat confronted with a great 
industrial plant sitting up high and dry, with a loss of its hinterland 
markets and sources of raw materials, and so forth? 

Mr. Bisseuu. I think broadly that is the case. I would say this, 
that in the short run, let us say for the past 6 months and for the 
next 2 years, the loss of the markets, viewed simply as a problem 
of the sale of their product, is not serious, because today there is a 
market, an accessible market throughout the world for practically 
everything that can be produced in Europe. That is not universally 
true. Italy is one country where larger markets would certainly 
mean more production, but that is the only place now where there is 
sizable unused capacity. 

Mr. Couprrt. But in the long run 

Mr. Bisset. In the long run I think your point is quite correct 
and I think even in the short run, if you focus on the other part of it; 
that is, the availability of raw materials, it is true. Europe is mainly 
a fabricating plant. It gets a big fraction of its food supply and a 
very large part of its raw materials supply from elsewhere. The way 
Europe is today, my feeling is that in the short run, the loss of the east- 
ern European market, and the loss of areas in the Orient, the loss of 
access to sources of raw materials, the shortage of raw materials, 
and partly this coal problem; that is the result of the loss of Silesia. 

Mr. Couprert. Should one draw the conclusion that in the long 
run, there is very little likelihood that Western Europe will become 
economically self-sustaining and freé from the need for American aid 
unless and until we establish a peace in the world and restore trade 
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in normal areas, and get the Chinese world back into trade, and get 
something in the way of normal economic relationships within the f 
world? 

Mr. Bisse.u. I think I would not myself come to such a pessimistic 
conclusion. But I think I would say that—putting it this way—that 
would be the ideal and the best way, of course, to solve this underlying 
long-run problem that you have pointed to. a 

My own feeling is that if, as 1 think we must assume, we have to ™ 
: live in a divided world for the indefinite future, then I would say that F. 
the European problem will not really be solved in a way that will 
: stay stuck until the underlying pattern of world trade and production ‘ . 
has been adapted, to a degree that it has not yet been. Specifically, | 
Europe has got to do more of its exchanging of its manufactured goods | 
for raw materials with the areas that remain outside of the iron 
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i curtain. That is one reason I believe it is verv important, and justifies 

4 a contribution to European recovery and self-support, that we build 

3 up the supplies of raw materials coming from places like southeast 

e Asia and Africa and, indeed, Latin America. 
HY Mr. Covuprert. Fundamentally, from the short-time viewpoint, 4 
3 would we not be better off if we let European plants use some of the 4 
¥ raw materials that we are picking up all over the world for our own 
purposes? 

" Mr. Bisse. I think we certainly would. That, of course, as you 

E know, is being attempted through the International Materials Con- 
ference. I think in the past 6 months a very good start has been made. 

Of course, that leads into a whole other field. But broadly I will say 

a simply at this point that it seems to me that it would be most unwise 

for us as a government to insist on obtaining such a share of the 

; world raw materials that with due austerity in their use, the Euro- 

{ peans could not keep their industrial machine running full and make : 
: the greatest contribution of which they are capable toward rearma- % 


ment and self-support. 

Mr. Covupert. I think Americans would like to see where we are 
going; how long this sort of thing has to continue and whether or not 
' there is any hope of seeing daylight at the end of the tunnel; whether 
we can see some time when such large a part of the world may cease : 

to be dependent upon the United States. 
Mr. Bisse. I am sure they want to see that and I sympathize. 
I would only point out that even on the basis of the executive branch 
original request, in round figures, $1.5 billion, the record of progress 
toward self-support to date has not been too bad a one. You will a 
remember that for the first 12 months of the Marshall plan we were 4 
' giving aid at the rate of $5 billion a year. Even the figure of $1.5 
billion, as we requested for this year would, of course, have represented 
a great deal smaller amount than that, had it not been for the impact % 
of rearmament in Europe, which was an unforeseen contingency. 
Perhaps we should have foreseen that 3 years ago, but at any rate it 
was not foreseen. So I think it is fair to say that we have made quite 
a good start. 

Mr. Chairman, I think I have said perhaps as much as I would 
care to on the question of what are the factors that are limiting increas- 
ing the total output or the total production of the European economy 
at this time. 
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I have mentioned to you in the course of that discussion the figures 
for gross national product in the 2 years and I would like again to 
emphasize here the point that I have stated as a basic principle of the 
program that we are here presenting. 


WILLINGNESS OF EUROPEAN COUNTRIES TO PARTICIPATE IN 
PROGRAM 


Mr. Gary. There is one phase of this that I am very much inter- 
ested in, and I do not know whether you want to discuss it now or 
whether vou would like to discuss it later. That is the question as 
to the will of these foreign nations to participate to the fullest in this 
Mutual Security Program. 

During our recent visit to Europe I got the impression that most 
of the countries were doing about as well as could be expected, but 
several of the countries were lagging somewhat. 

I wonder if you would like to go into that phase of it now. I was 
impressed particularly with the fact that whenever we questioned 
anyone about French participation, we were told that the program 
had lagged somewhat in France because of the approaching elections. 
The elections, as a matter of fact, were held on the day that we were 
in Paris. I visited several polling places there. We were told that 
the French had assured the authorities that they were going to speed 
up their activities after the elections. I am interested to know to 
what extent that is being done. I am interested in that general 
picture, if you would like to go into it at this particular time. 

Mr. Bissetu. I would be clad to talk about it briefly at this point 
in pretty general terms. 

I do not know to what extent contract placement by the French 
may have accelerated since early summer. But we did receive some 
information from them in the course of this trip and, generally speak- 
ing, we received the impression that contract placement would go 
forward up to the limits of the sums that they had in their budget 
and pretty well on time. As to their actual expenditures, we have 
estimated expenditures by the French on the basis of the program 
before you, the $2,600,000,000, in the current year. I would guess 
that their official figure that will be passed by the chamber and dis- 
cussed in the papers would be at least $100 million more than that 
and perhaps several hundred million above it. So that already carries 
in it some allowance for lag in contract placement and a resulting 
lag in expenditure. But I do not think that is too serious a problem. 

"To answer your question in the terms in which you have asked it, 
that is, the energy with which these countries are participating in the 
program, very briefly, I would put it this way. And may I go off the 
record at this point, Mr. Chairman? 

Mr. Gary. Yes. 

(Statement off the record.) 

Going back on the record, you will understand, Mr. Chairman, I 
have been talking about the actions of governments, which means the 
actions of legislatures and cabinets. I was not addressing myself 
really to the question of popular attitudes and the state of morale in 
Europe. 

Mr. Martin talked briefly about that yesterday. There, I do not 
know that I have anything to add to what has already been ‘said, 
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I will add this general comment, if I may, and perhaps you gentle- e 
men have observed it for yourselves: I think it is perhaps difficult for 
us on this side of the Atlantic to realize what a fear and what a deep 
reluctance there is in Europe to face again the threat of inflation or of 
extreme economic hardship. For the most part, their standard of 
living is just about back to the level of 1938—a little bit above in most 
of the countries—but it is back at that level. That means that they 
have in the intervening 13 years been way below that level. In 
that period every country without exception has suffered from severe 
inflation, repressed or open. I think it is a fact that the people, all 
the way up through the parliaments and the ministers nat cabinets, 
have an understandable shrinking from severe hardships; whether it is 
the fear you see in Germany and Italy of inflation, or whether it is 
the belief and conviction that you see in Britain that they just cannot 
reimpose all the measures of austerity that they had during the war. 

Mr. Gary. Is there not an even greater fear of war? 

Mr. Bisseiu. Exactly. 4 

Mr. Gary. To me that is the crux, and it is difficult for us to q 
appreciate it because this generation in the United States has never 
faced the real horrors of war as have the people of Europe. We have 
experienced heartaches and sorrows from the loss of loved ones on 
foreign fields, but the war has not beem fought on our soil, and we ‘ 
have not seen the destruction and the desolation that was so pro- 
nounced throughout Europe during the last war. 

Mr. Bisseuu. I think that is true, Mr. Chairman. 

I would simply say this: In a way, one wonders why, if there is & 
such a fear of war, there is not a greater willingness on their part to ' 
make sacrifices to build up military strength. a 

Mr. WicGLesworrtn. Is not there also the fear on the part of the x 
average man that measures designed to deter war may in fact prove 
to be provocative? 

Mr. Bissevv. I am sure that is true. 

(Discussion off the record.) 

I will continue from the point where you asked your question, Mr. 
Chairman. I was then saying that it is one of the basic principles 
of the program we have here presented to you that rearmament must 
in effect come out of the expanded total production i in Europe, and q 
only is a small degree can it come out of cuts in consumption or cuts 
in capital investment. In other words, the taking away of man- 
power or facilities or raw materials from other things. 

I shall return to that point. It is a very important point, and ; 
that is the reason that I so emphasize it. * 
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NECESSITY FOR UNBALANCED TRADE BY EUROPEAN ‘COUNTRIES 


The next major and basic point that I want to lay out in our case 
before you is that to achieve the increase in production, measured 
by figures on gross national products that I quoted a moment ago. 
the European countries must continue in this fiscal vear to import 
more than they export. That is, they must constantly pay out more 
dollars than thev take in. 

I would like to try to make it as clear as I can there is a connection 
between the two things. On the one hand, the total production of, 
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let us say, the French economy and, on the other hand, this matter of 
France paying out more dollars than it takes in. 

In the case of France, to take her as an example, we hope the gross 
national product will increase from roughly $27,250,000,000 in the 
current year to just over $28,000,000,000 next year. That is an 
increase of three-quarters of a billion dollars. 

Now, an increase in the rate has already been largely realized, and it 
means mainly more industrial production because French crops were 
smaller this past summer than the previous year, and we do not have 
much allowance in there for an increasing agricultural production next 
year. Predominantly this means increased industrial production, and 
that in turn, in the French case, means that France has to get from 
somewhere more coal, more iron ore, more textile fibers, more non- 
ferrous metals and more of all the raw materials. 

As all of you know, for practically all these countries fuels and raw 
materials are two of the major types of items that they import from 
abroad. It also means, generally speaking, that France will have to 
continue to import capital goods in considerable volume. Most of 
the capital goods that these countries will import in the course of this 
year will be pretty directly related to military production, as in the 
case of a lot of machine tools for Britain that are going into the mili- 
tary plants and which have already been financed under last year’s 
military aid program. That is an example. 

I want to try to make you see this as clearly as you can, see that 
relationship. 

Mr. WiccLeswortnH. Does that mean dollars? 

Mr. Bissetu. A part of it does mean that. 

To give vou the figures, France’s dollar payments for services and 
for goods were $665,000,000 in 1950-51, and we expect that to go up 
to $810,000,000, including the price change, or even in terms of con- 
stant prices, $789,000,000 in the current fiscal vear. 

Mr. Couprrt. Does that figure mean only dollars, or dollars and 
everything translated into dollars? 

Mr. Brissetu. Only dollars. This is a measure of the increase in 
purchases of goods and services that must be paid for in dollars. It 
therefore includes the United States, Canada, broadly the Western 
Hemisphere, and a few parts of the Orient. It does not include 
French imports from the sterling countries, or Europe. That is an 
increase in terms of constant prices of $125,000,000 of imports and, 
as | remember, about three-quarters of a billion increase in the gross 
national product. 

At the same time, in the case of France, we do not believe that 
France’s exports can be maintained at the rate achieved in this past 
year. I do not want to get into the French case in detail. 

As you gentlemen know, we will be giving you a breakdown of these 
figures, if you wish them, and we will discuss the causes country by 
country, but at this time I want, with an example or two, to make 
clear this is a quantitative and direct relationship between total out- 
put of the French economy, on the one hand, and what France must 
import and can export, on the other. 

Mr. Covupert. Is it your opinion that the French or any other 
European manufacturers, can produce effectively with the raw mate- 
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rials that we supply so that in the end it could be done more cheaply 
there than produced and sent over? 

Mr. Bissevu. I am confident that they are produced more cheaply 
to the United States, even though the final price, translated into 
dollars, might be higher. I think that there are so many other con- 
siderations that support that course of action anyway that it seems 
to me unless the price is enormously higher it would be wise to maxi- 
mize production there. 

Mr. Couprerr. A given ton of ore sent to a French plant would 
produce the end result less expensively than that ton of ore sent to 
the United States? 

Mr. Bisse.u. Less expensively in terms of dollars, that is the case. 

There are strategic reasons for not wishing to encourage certain 
kinds of production in these countries. That is a wholly different 
question. 

Mr. Covuperr. But that is not the one that I asked. 

Mr. Bisse. That is not the question that you asked. 

I would like to just mention one other example to try to make clear 
to you why I have asserted as a fact that larger production in Europe 
would mean larger imports and may interfere with larger exports. 
The example is one that I can best put in terms of the situation in 
Italy. 

In Italy we expect again a large increase in industrial production, 
percentagewise, a large increase from the last fiscal year to this one. 
The figures, to make this illustration, are from $15.2 billion to about 
$15.9 billion in 1952. That is going to raise in Italy a quite different 
problem which has a bearing on its needs for imports. Larger pro- 
duction there will absorb quite a lot of labor that is now unemployed. 
It will also mean full employment for a great deal of Italian labor that 
is unemployed, or partly employed. 

Therefore, even if one could assume that wages were completely 
stabilized, it will still mean a great deal more consumers’ income in 
Italy. Given that development which is happening before our eyes, it 
is, we believe, inevitable that the consumption of the basic foodstuffs 
in Italy will be higher per capita in this fiscal year than before. That 
in the Italian case means simply that Italy will have to import more 
grain in the absence of rearmament and larger industrial production 
and the higher income that goes with it. 

This is phenomena familiar to us from our own experience. When- 
ever in this country we have had an increase in gross national product 
and in income, whether connected with rearmament or not, it of 
course has this kind of reflection. 

So there are these two kinds of links. 

Mr. WieeieswortnH. To what extent would that represent more 
dollars? 

Mr. Bissett. Inasmuch as there are increased grain imports, it 
will mean additional dollars. These countries, for their own reasons 
anyway, have preferred dollar to nondollar sources. The grain they 

buy from us is the grain they cannot get at reasonable prices elsewhere 
in the world, and so an increase almost always follows on the dollar 
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purchases. These are all really typical of the links between the 
level of economic activity inside the country and its need for imports. 

I have not mentioned the export side explicitly, but I must say a 
word on that. Particularly is it true in England, and this will be 
increasingly true in Italy, Belgium, and to some extent in the Seandi- 
ie navian countries. 

4 Rearmament competes directly with exports as a claim on labor, 
raw materials, and plants. Nearly half of Britain’s exports, for 
instance, are metal goods of one kind or another. They are the prod- 
ucts of what they call the engineering industry. If Britain is to carry 
through its rearmament program it is going to have to not only fail 
to increase, but cut back its metal goods for export. They permit 
almost none to go into the home market. They have, for instance, 

‘ taxes ranging from 66% to 100 percent, sales taxes, on all durable 

1 consumers’ goods. They allow only 20 percent of their auto- 

mobiles and trucks to be sold domestically to any kind of users. 

But in spite of that austerity the rearmament in England is going to 

cut down their export earnings through metal goods. They hope to 

make that up, and more than make it up, with soft goods, textiles 
and the like, where the competition of military production is either 
indirect or nonexistent. They do not think they are having too great 
success in doing that. That, then, is the general nature of the con- 
nection that has been established, and I can give you, either on or 
off the record, or perhaps put into the record at this point, some of the 
figures on the imports of these countries, and their exports; total 

E imports that they have to pay for in dollars and total exports that 

earn dollars for the past year and for the current fiscal year, and 
expressed both in terms of current prices and deflated to the 1951 
prices. 

I would like to read at this point the over-all figures. 

If you take the whole group of countries, NATO countries— 
Germany, Austria, Greece, and Turkey—their total imports last fiscal 
year were $5,296,000,000—total dollar imports. We expect that in 
the fiscal year 1952 the total will be $6,420,000,000. If for comparison 
you express that last figure in terms of 1951, it would be $5,869,000,000, 
so you can see there is in round numbers about $570,000,000 of an 

j increase at constant prices even in imports. The increases, as you , 

a can also see, are substantially larger when you allow for price changes. 

3 Total dollar exports last year for the same group of countries were 

3 approximately $3.6 billion. We expect that will be about $3.4 billion 

2 in the current fiscal year. That is, in current prices; in 1950-51 


2 prices the figure is $3.1 billion. 

a + Ican give you, if you wish them, the figures for the NATO countries 
* and Germany, but perhaps it will be sufficient if I put those figures 
? in the record. 
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(The matter referred to 1s as follows:) 


Summary of estimated doilar receipts and payments for goods and services 


{In millions of dollars] 





Fiscal year 1950-51 Fiscal year 1951-52 ! 





























NATO countries Payments |} Receipts | Payments | Receipts 
for serv- for serv- for serv- for serv- 
ices and ices and ices and ices and 
imports exports imports exports 

Belgium- specoamemiens sia le, aah tang ie ok hc = $516.0 $338. 5 $510.6 $327.2 
Denmark - --_-__- CS SE EEE Se ateat 112.3 71.0 138. 6 96.7 
LE a cca Me de ES 665.0 485.0 810.0 435. 0 
Iceland ........- Kibainiecamp anak et eS 13.7 9.5 13.7 10.7 
Italy ih iiaia Ghia ptinatnenice ie deboaiivamenmioaersickuad 614.8 417.2 676.9 446.7 
Netherlands. TNE SEE eS Mier ER co -| 397.2 306. 0 405. 6 308. 5 
| aa het ie TART : | 174.7 | 157.7 194.0 182. 5 
United Kingdom__...___._..____.__ HE OPS 1 1, 720.0 | 1, 265.0 2, 427.0 1,035.0 
Total NATO... abn aihinca<eenabekbetemeken 4, 213.7 | 3, 049.9 5,176.4 2, %42.3 
EE SE SE PEE Sopa Paleo ae ‘ 686.9 | 392.3 | 867. 437.6 
Total NATO and Germany.................-.... | 4, 900. 6 3, 442. 2 | 6, 043.8 3, 279.9 
Austria._........-_- pis REARS 132.6 41.6 | 140.0 48.0 
Greece PELE SEM area ren en) Te aD 172.0 39.8 | 147.2 46. 2 
aR i RSIS A ESTED ah a aE iat 91.1 65.7 | 89.3 65.8 
| 6,420.3 3, 439.9 


Grand total --_..- Tecbatiaphtonsasanganh Gai ieienenaitiaes ri 5, 296.3 3, 589.3 | 





! Based on revised aid estimates. 
Mr. Gary. We will recess now until 2:15 this afternoon. 


AFTERNOON SESSION 


Mr. Gary. Had you finished your general statement? 

Mr. Bisseiu. I am sorry to say I have a little bit more. 

Mr. Gary. Go right ahead. I am not trying to cut you short. 

Mr. Bissevu. I can make it brief. It really depends on how much 
you want to get into this afternoon, and what you want to do country 
by country. 

Mr. Gary. It is our purpose to take up now the general picture of 
Europe, and I would like to get into as little discussion of the indi- 
‘vidual countries as possible, except where it illustrates the general 
picture, to save as much repetition as possible. 

Mr. Bissett. Right. 

Mr. Chairman, this morning I referred very briefly to the total 
economic resources of the W est as an introduction, and I then did 
my best to explain two very basic propositions concerning this 
program. 

Mr. Gary. Let me ask you this, right there, off the record. 

(Discussion off the record.) 

Mr. Bissetu. The first of the two major points that I attempted to 
establish this morning was that in our conviction the larger rearma- 
ment job that we expect the Europeans to do and believe they can do 
this year must be done largely out of an increase in their total pro- 
duction. 

The second main point was that to achieve the necessary and pos- 
sible increase in their total production the European countries will 
have to continue to import more goods and services than they export. 
Those are the two main points. 
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You will remember I illustrated the latter by referring to food and 
fuel and raw materials and their relation to expanded economic 
activity. 

I can give you, but will not except in response to questions, further 
detailed information that you may wish on the points I made this 
morning, and I will finish up my general statement very briefly, go- 
ing on from there. 


BASIC JUDGMENTS IN ESTIMATING NEED FOR ECONOMIC SUPPORT 


I think I would like to summarize the remaining part of what I 
have to say in this fashion: The basic judgments that have to be made 
in this Government in arriving at an estimate of the need for economic 
support for rearmament are a judgment as to how much European 
production can be increased; a second judgment as to how much of 
the increased production can go to military purposes, or possibly how 
much production can be diverted from other purposes to military 
purposes; and a third judgment as to the extent to which the increase 
in production, if it is to be achieved, does require larger imports and 
perhaps smaller exports. 

The other things I want to say this afternoon focus on the second 
of those three judgments. You can put the question this way: Why 
is it that if we want the Europeans to carry out a sizable rearmament 
effort that they cannot further limit or even reduce their own con- 
sumption, limit and reduce their own capital investment, and thus 
free resources for their military build-up without having to rely so 
largely on an expansion of their total production? That, of course, 
goes to the question of the European standard of living and the use 
they are making of their labor and facilities and raw materials and the 
like for capital investment. 

I think it must be clear to the committee from what I have said 
that it is our view that we cannot safely in the interest of the United 
States press for any narrower restriction on the European standard of 
living than is implied in the figures before you. 

I will mention at this point the two main reasons that that is the 
case. One predominates in some countries and the other in others. 


REAL CONSUMER INCOMES AND VOLUME OF CONSUMERS’ GOODS 


In countries like the United Kingdom, Norway, the Netherlands, 
possibly and to some extent France, and Germany, I believe that one 
of the serious limiting factors on the size of the European military 
effort, and therefore one of the factors that determines their need for 
imports and their ability to produce goods for export, is the present 
actual standard of living and the difficulties that would ensue if it 
were reduced further. I am talking of the real incomes of consumers 
and the volume of consumers’ goods that are available in their coun- 
tries for them to buy. 

Without my laboring the point, I think you know that especially in 
Britain and Norway, those are countries in which there have been 
extremely high taxes and austerity imposed by rationing and other 
direct controls since the war. It is my ccnviction that we cannot, 
in our Own interest, press for any further cut in the standard of living 
below the levels now proposed. 
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TAX BURDENS 


The other important consideration is one that applies much more 
on the continent. It applies, as well as this first, notably in France, 
Italv, and Germany. This is a consideration that goes not so much 
to the actual consumption of the people, or the standard of living they 
are now enjoving and the feasibility of further compressing that, but 
rather to the ability of governments actually to tax away more income 
from their people so that consumption can be reduced or held within 
bounds without inflation. It is an old story, I know, to most of the 
members of this committee, that the three big continental countries 
I have mentioned—Germany since the war, and France and Italy— 
have pretty inadequate fiscal systems and tax structures in our view. 
They rely very heavily on indirect taxes. Their tax burden is much 
less progressive than those in this country or in the countries of 
northern Europe. Therefore, taxes tend to bear most heavily in those 
countries on the very groups in the population who are the most 
hurt by the rising cost of living and the price inflation; in particular, 
those groups are the industrial wage earners, all receivers of fixed 
income, and especially the lower-paid white-collar groups and the like. 

Even if in those countries we felt that their people could, as it were, 
pull in their belts and as individuals get along with a tougher standard 
of living, the real difficulty of raising any more revenue through taxa- 
tion without further exaggerated inequities in the distribution of 
income would, I think, set a pretty narrow limit to what can be done. 
I think, therefore, as we go through this country by country the sort 
of evidence in which the committee may be interested is on the one 
hand evidence bearing on the actual standard of living indices and 
on the other hand evidence bearing upon the tax structure and the 
tax burden 

I have, and at the appropriate time it may be of interest to members 
of the committee to see, a table here which shows the tax receipts of 
the European countries both in absolute amounts and as a percentage 
of the gross national product. It compares those with Canada and 
the United States. 

We have tried to show in this table the figures for every country 
for central government and for ali levels of government, because as 
you gentlemen are well aware there is frequently confusion between 
two noncomparable figures. 

I will, if 1 may, just pick out for the fiscal vear just ended, so far 
as we can get the equivalent time periods, the comparative figures 
here for certain countries. I am talking now about all levels of 
government; that is, local as well as central government. The 
figures, the few I will give, are taxes as a percentage of the gross 
national produc t. 

In Belgium, 25 percent; France, 26.7; Italy, 22.7; Netherlands and 
Norway, both over 31 percent; United Kingdom, 33 percent; even 
Germany, 28 percent. The figures for the United States and Canada 
are 22.3 and 22.7. 

These, as I say, are considerably higher than the figures for central 
government alone. 

Mr. WiccLesworts. These are percentages? 
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Mr. Bissevu. Of the gross national product. 

Mr. Wicciesworta. Of the gross national product in terms of 
taxation. 

Mr. Bissevt. That is correct, sir. It is tax receipts. 

Mr. WiaGieswortn. The 22 percent for the United States there 
does not include anything except Federal taxes, does it? 

Mr. BisspuL. Well, the absolute figures are given here, sir. This 
is the United States for central government alone: $45.7 billion. 
For all levels of government, $69 billion for the United States. 

Mr. WiacLteswortn. Which is what percentage? 

Mr. Bissett. Which is, you see, 22.7 percent of the gross national 
product. 

Those refer to the fiscal-vear which has ended. They are not even 
necessarily current rates. The figures that are used here for the 
United States for fiscal year 1952, the United States figures, are 
$87.4 billion for all levels of government, and $61.7 billion for central 
government. 

Mr. Wiac.iesworru. That depends on what tax legislation is put 
on the books. 

Mr. Bisset. Exactly. I just mention those so that you will know 
what figures have been assumed for the current fiscal year. Of course, 
they are not final figures. 

I do not want to take the time now to go through this for all coun- 
tries. The figures I have given, as I say, are only for the fiscal year 
just ended. ‘ 

Mr. Gary. Are you going to put that table in the record? 

Mr. Bissetu. I can put this whole table in the record, sir, if it 
would be of interest to the members of the committee to have it. 

Mr. Gary. Yes. Please insert it at this point. 

(The table is as follows:) 
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Mr. Bisse.u. I will be glad, sir, to give any figures I can on the 
abolute level of consumption in Europe today as compared with other 
periods. Ido not have, at least at this moment, before me satisfactory 
indices in terms of prewar country by country. My impression, and 
I think we can support this with an actual index subsequently, is that 
in general for those countries as a group consumption has recovered 
to a little bit better than prewar. The countries that are compara- 
tively well off are Denmark, the United Kingdom as a pure statis- 
tical average, although there has been a great redistribution, Belgium, 
and France again is certainly up to average as to prewar. 

I think you may wish to have some comment from Dr. Fitzgerald 
at this point on some of the components in the general standard of 
living, particularly the food components and one or two consumer 
goods. I would suggest most of that ground we can better cover in 
the individual countries. 


ADVERSE EFFECT OF REDUCING STANDARD OF LIVING 


I just want to say this final word on this point. I have referred 
here to a judgment about the minimum level of consumption that we 
should regard as being in our interest to see in these countries. And 
the question arises as to what is the nature of the judgment. I think 
that judgment really rests on this base, that first of all if at this time 
the European peoples again have to accept a drastic reduction in their 
standard of living, and if they have to see for a number of years again 
a postponement of hope for some improvement over the state of 
affairs prewar, that is, to understate the case, going to undermine, 
going to destroy, I think, their enthusiasm for the military build-up 
itself and the whole major purpose for which we are striving. 

I think more specifically, but especially on the Continent, it is 
essential that we do not encourage or make necessary a course of eco- 
nomic events that will greatly increase the threat of internal aggres- 
sion. In France and Italy, two of the three largest continental 
countries, as you gentlemen well know, the Communists are still 
extremely strong, even though their numerical strength, or the num- 
ber of voters who will vote for communism is not enormously effective, 
there is a great deal of difference between the popular state of mind 
in which most of that third of each of those countries that has voted 
Communist in the past feels itself actively in opposition and the extent 
to which, when the chips are down, their ultimate loyalty is toward 
their own countries. 

It is for those reasons that we believe that there is a very sharp and 
narrow limit in the extent to which rearmament can come out of con- 
sumption. On the question of capital investment I want to say very 
little, but make only one general point at this time. I think we are 
convinced, as was said this morning I think by a member of the 
committee, that in the United States we do want to see a prospect for 
a Europe 2 or 3 or 4 years from now that can both defend itself and 
stand on its own feet without the indefinite continuation of this mas- 
sive military and economic aid from the United States. 

If that state of affairs is ever to be accomplished, the Europeans 
must expand, continue to expand, their economic base. That is to 
say, they must continue to expand their total productive capacity, 
their total output of goods and services. Because it is only if they 
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can steadily expand their economic base that they will be able to take 
a steadily heavier burden of rearmament, carry it for themselves and 
at the same time begin to pay their way in the world. 

The broad prospect, as we think it may develop, is that for several 
years after the fiscal year 1952, probably for 2 years anyway, the 
Europeans will continue to need economic aid on some such scale as 
that here proposed. 

It has been our hope that after that period all kinds of aid could 
further taper off sharply. But if any such progress is to be accom- 
plished, we must not encourage the Europeans to do what they did, 
and had to do, and what we did during the war, which was to con- 
sume real capital assets. They consumed them by not replacing worn- 
out equipment, by not keeping up with obsolescence and depreciation, 
by running down inventories, by not re placing buildings or structures, 
by failure to repair their railroads and their ports and “their highways, 
and the like. 

The main reason there has had to be a European economic recovery 
program was this capital consumption during the war. I would ven- 1 
ture to say that it did at least as much harm, with the exception per- q 
haps of Germany, as physical destruction during the war. 

I am sure the last thing you gentlemen want is to have to have us 
up here proposing another recovery program when this phase is 7 
finished, and you may at times starkly suspect that that is what we q 
are plotting to do, if I may be slightly facetious. 

Mr. Covuprerr. I hope the gentleman means that when we get 
through with the military program, there will never be any more, but 
I am afraid we are not optimistic enough for that. 

2 Mr. Bisse.i. I would not say never, any more. But I do hope, 
i when we get through the phase of military build-up, there is a strong 
enough economic base here so most of these countries can pay their 
way in the world as tar as the economic side of it is concerned, and so 
that the amount of aid in the form of military items can continue to 
be tapered down as their production of those heavy items takes hold. 


cae 


Wee, 


SUPRISE 


Su 





EELS t MUTT SRR Sse 


Ms bet yh 


RELATION OF ECONOMIC 
Mr. Gary. Mr. Bissell, you made some remark this morning to the 
effect that vou could not say that all of the aid in Greece and I think ; 
in Turkey, and possibly one or two of the other countries is purely . 
related to the defense effort. I wish you would tell us to what extent a 
in general the prese Bs economic program is related to the defense effort. 
It is my understanding that in most of the countries, practically all of 3 
the economic aid has been abolished except that which contributes to 4 
the defense effort. If that correct? : 

Mr. Bissevv. I think that that is substantially correct, Mr. Chair- 
man. You will appreciate that this is a difficult question to answer. 
I do not mean that the estimates are difficult to make, but it is difficult 
to define exactly what one means. I believe that quite a number of 4 
these countries would have required some aid under the ERP purely % 
if this were the final vear of the ERP and if they had not increased | 
their rate of military expenditures appreciably above, let us say, the * 
level of the last fiscal year. I think that not only would Greece, ; 
Turkey, Austria require some such help, but I believe Italy would a 
a probably the Netherlands, probably Denmark and probably 
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The amount under those circumstances would have been very much 
less, but even in the countries that I have mentioned, I think there is 
not a single case other than Austria, in which it is not true that the 
effect, possibly the most direct and visible effect of cutting down, of 
cutting out any economic support, would not be to lead to a curtail- 
ment of their military expenditures and all of the activities that are 
financed thereby. 

In other words, what we have before us I think it is proper to say is 
not a certain amount of money going into a country for something 
called recovery and then superimposed on that an additional sum 
going into that country for something called rearmament. 

For instance, a large part of recovery, that France has made since 
the war has been in the form of very heavy capital investment, gen- 
erally of aid, but mainly of French funds, in railroads, in a whole 
variety of industries, in the electric utilities and in the whole pro- 
ductive plant of the country. 

Now, I would say that if what we were here to pose was that France 
should be encouraged to continue all of that capital investment and 
to try to superimpose rearmament on top of it—that is what I would 
define as recovery with rearmament added. In fact, what we believe 
has to be done and will be done and is being done in the North At- 
lantic Treaty countries is sharply to cut back, for instance, capita! 
investment in other than munitions producing and export industries, 
and in such areas still as transportation and their communications 
network and their port facilities which have an obvious and direct 
relevance to their military capacity to hold the West. 

In a ease like France, then, or in a case like Italy, the general pro- 
gram that we have here presented is one in which we believe we have 
allowed for all the cut-backs in nonmilitary activities that are con- 
sistent with the objectives that I have been talking about and that are 
within the limitations I have been here discussing, and the need for 
imports, the capability to make exports. The budgetary situation is 
that which results from being the largest feasible military program on 
top of a civilian economy as compressed as far as we believe it can be 
in the light of the considerations I have mentioned. This is not 
true of Austria, because there is no rearmament there to be super- 
imposed. 

In the case of both Greece and Italy, it is our view that the country 
should continue to devote sizable resources to purely nonmilitary or 
civilian investment. For instance, in Italy, to continue with land 
reclamation, irrigation, and some industrial development in the south 
of Italy. That is not so directly competitive with rearmament in 
that case. 

So one can perhaps identify some of the use of economic resources 
in at least Italy and Greece as well as Ausiria as being for nonmilitary 
purposes. But generally speaking I think it is fair to say that the 
economic aid in the program that is here presented to you is that which 
we believe necessary to permit a minimum essential civilian economy 
to operate and a maximum feasible rearmament to proceed. 

Sir, | think I have just about finished the ground that I wished to 
cover and, if | may, just sum it up in this way. I would say that 
country by country the two questions on which we wish to focus are 
the ones | have already referred to. Why is it that more resources 
cannot be diverted from consumption and investment into direc. 
military expenditures? 
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And the other one. Why is it that the level of production for the 
country’s economy that we believe that country should and can 
achieve—why does that level of production require imports of the 
sizes that we have shown? And why does it not leave room for larger 
exports and earnings than those that we have shown? 

The first of those questions we will discuss in terms of standards of 
living im these countries, their tax system, the feasibility of raising 
more, the financial position, the threat of inflation; and the second 
of those two questions we will discuss in terms of the specific com- 
modities that they need to import, mainly as you know, foodstuffs, 
feeds, raw materials, fuels and capital equipment. 

{ think that is the kind of evidence that we can probably do better 
by countries. 


RELATION OF ECONOMIC PROGRAM TO LONG-TERM INTERNATIONAL 
OBJECTIVES 


Mr. Gary. How does the economic program that you have out- 
lined, especially with reference to the development of resources and 
the distribution of supplies and materials, fit into our long-term 
international economic program or objectives? 

Mr. Bissett. You mean, sir, to ask about the particular parts of 
this that refer to the development of resources especially elsewhere 
than in Europe? 

Mr. Gary. Yes. 

Mr. Bisseti. As I mentioned in the discussion this morning, Mr. 
Chairman, one of the limiting factors vou have asked about—how 
does it fit into the long-run prospects? One of the long-run considera- 
tions that has made and continues to make the position of the Euro- 
pean countries difficult in the world is that they are cut off from tradi- 
tional markets and traditional sources of supply. 

Also the European industrial economy is expanding rapidly as is 
our own. Europe and North America between them, I suppose, are 
chewing up 50 percent more raw materials than they were before the 
war. And therefore it is, in our view, absolutely essential both for 
our own continued development and for that of the European 
countries and I might add the Japanese position is very similar, for 
all of the great dense industrial areas, that the world supply of basic 
materials should expand and keep pace with the world’s industrial 

capacity. 

That has failed to happen within Europe itself. Since the war 
industrial production is-up 40 percent-odd and agricultural production 
is up less than about 10 percent—agriculture alone. Coal production 
has lagged badly, as I testified this morning. So within Europe 
there is really a lack of balance between industrial capacity and the 
capacity to produce basic foodstuffs, raw materials and fuels. Al- 
though I cannot give figures on it I believe that some lack of balance 
would be revealed in the world as a whole. 

Mr. Covperr. What will happen if we do not fill the gap? 

Mr. Brsse_y. You mean in the case of Europe if we are not there 
to fill the gap? The gap is closed by some shrinkage in the level of 
industrial activity in Europe. 

Mr. Covpert. It would again seek its own balance? 
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Mr. Bisseuu. It would seek its own balance and I think that would 
be a level which would imply considerable unemployment, would 
imply much less full use of the industrial facilities and, of course, 
in the short-run a much smaller military effort. I think coal is the 
most striking example. 

Mr. Gary. What effect is it going to have on our foreign markets 
if we develop the industrial capacity of Europe? 

Mr. Bisse. I would say, Mr. Chairman, that if we develop the 
industrial capacity of Europe it is certainly going to mean more 
competition for American producers selling abroad. 

On the other hand, my own feeling is that the only development 
we can hope for and seek in the world as a whole is one in which the 
total market for industrial exports is expanded and is expanded 
rapidly. That seems to me to be in no sense an improbable or 
difficult—well, certainly not an impossible development and I should 
say not too difficult a development. If the production of basic 
foodstuffs and raw materials in the less-developed parts of the world 
does keep pace with industrial production in Europe and here, they 
will be selling more to us and to the Europeans, they will have more 
in question, and there will therefore be much larger markets for what 
we have to sell to them. 


AGRICULTURAL SITUATION IN EUROPE 


Mr. Gary. I see Dr. Fitzgerald is here. When we were in Europe 
in June it appeared that agriculture had had a very favorable climate 
this year and that there were prospects for good crops. Is that still 
true? 

Dr. Firzgeratp. With the notable exception of Italy and France 
the crop production in Europe this year has been equal to or slightly 
above last year. In the case of France and Italy both, the bread 
grain crop is down about 10 percent from average crops of 195). 

German crop production will exceed prewar and will exceed last 
year’s by as much as 7 or 8 percent. 

In some of the smaller countries, in the Netherlands, crop produc- 
tion will be down; and in Belgium crop production will be down. 

Turkish crops will be very substantially larger. They have ex- 
cellent crops; both bread grains and feed grains in Turkey this year 
probably will run as much as 30 percent above what they were last 
year. 

The Spanish crop, which is not part of this particular area, is very 
good. The Portuguese crops have been good. Italy and France have 
been off. 

Mr. Gary. What was the reason for that? 

Dr. Firzauraup. Weather. 

Mr. Gary. I thought they told us that the weather had been very 
good over there. 

Dr. Firzcera.p. It was good for most of the season, but in July, 
August, unusually wet weather, unsatisfactory sunlight and growing 
conditions reduced the yield of grain. In France, for example, it had 
this very undesirable and serious effect. The French, as you may 
know, have a rather fixed and specific formula for establishing the 
price of w heat every year and last year the price of wheat in France 
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was around 2,300 francs a kilogram. The application of the formula 
this vear resulting from a combination of lower yields and higher pro- 
ductions costs has increased the internal price of wheat to about 
3,600 francs a kilogram which, when reflected in bread prices, is going 
to come to something like 15 to 20 percent of an increase in bread 
prices. And in France in the coming year that has a very serious 
impact upon the whole internal wage and price stabilization situation 
and it is extremely serious under the circumstances and reflects in 
part this very sharp reduction in the French wheat crop from earlier 
expectations. 

Mr. Covpert. Is it not a fact that Great Britain and Western 
Europe have always traditionally been dependent upon imports for 
their foodstuffs? 

Dr. Frrzceraup. That is correct, traditionally for the last 100 years 
it has been, and in my opinion, it always will be. 

Mr. Covpert. To a very large extent through the prewar years 
they were dependent upon Eastern Kurope for their grain stuffs? 

Dr. Firzcerautp. That is correct. And they are getting much less 
from Eastern Europe now than they did before the war, particularly 
from the southern Balkans. There is only one country in Europe 
that is a net food exporter and that is Denmark; that is in Western 
Europe. 

Mr. Covprerr. Are you having any trouble with Denmark? 

Dr. FirzGreraup. Yes. 

Mr. Covpert. On account of the limitation of cheese exports to the 
United States? 

Dr. FrrzGeratp. This year Danish sales of Danish cheese to the 
United States accounted for roughly 12 to 15 percent of all dollar 
earnings of Denmark. 

Mr. Coupert. What has been the effect of the recent amendment 
to the control act limiting the imports of cheese here? 

Dr. FirzGrrap. The effect of section 104 of the Defense Produc- 
tion Act was to reduce the cheese, the rate of cheese imports from 
Denmark into this country by about 60 percent. 

Mr. Covprert. What has that meant in terms of additional dollar 
demands upon us by Denmark in order to make up for the decline in 
exports to the United States? 

Dr. Firzceraup. Roughly $1 or $2 million a vear for Denmark 
alone. It affects other countries even more. 

Mr. Covprerr. If vou want to add to that answer, I would be 
interested. 

Dr. Firzceratp. The biggest single source of Western European 
cheese imports to the United States is Italy, which surprises quite a 
few of us. Its exports of cheese in the calendar vear 1950 amounted 
to nearly 10 million pounds, worth something of the order of $7 to $8 
million. 

Mr. Covprrt. To what extent will that be reduced because of sec- 
tion 104 to which we have referred? 

Dr. Firzcrraup. That reduction in Italian cheese imports on the 
basis of the present application of section 104, Congressman, will cut 
Italian cheese imports about 50 percent. 

Mr. Covprrt. And French cheese and Dutch cheese imports are 
affected, too? 
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Dr. FirzGerap. Yes, sir; and Swiss. The five European sources 
are Italy, France, the Netherlands, Denmark, and Switzerland. 
Those are the largest five, and their imports run around 32 million 
pounds a year; that is, for 1950. 

Mr. Couper. And does the 50- -percent reduction apply to the 
over-all total? 

Dr. FirzGeravp. On the over-all total it would be about 40 percent 
cut. 

Mr. Couprrr. And by so much that reduces the number of dollars 
that those five cheese-exporting countries will receive? 

Dr. Firzgeravp. That is correct. 

Mr. Coyperr. And presumably it will increase their requests for 
ECA assistance, or their need for American dollars? 

Dr. Frirzgeraup. It increases their need for dollars, obviously. 
May I add one other statistic, if I may? 

Mr. Couperr. Certainly. 

Dr. Frrzageraup. In 1950, cheese imports into this country from 
all sources were 56 million pounds. Our domestic production was 
1,800,000,000 pounds. Imports amounted to roughly 3 percent. I 
do not think it makes much difference, this volume of imports, 
because it represents such a small fraction of the total supply that 
the impact on the domestic cheese price, I think, statistically i 
unmeasurable. 


EFFECT OF PROGRAM ON UNITED STATES ECONOMY 





Mr. Gary. I wonder if you could give us any thoughts with regard 
to the impact of this military program, coupled with the Mutual 
Security Program, on our own domestic economy. 

Mr. Bissetu. That is a rather large order. May I say this much 
in answer? 

During the last winter, when this program was in preparation, 
we made a most careful study of the feasibility of this program in 
terms of a list of some thirty-odd important commodities that have 
been in rather short supply. Now, testing its feasibility from this 
standpoint, it involved the following for each of these commitments: 
It involved taking our estimate on the total European imports of the 
commodity—and obtaining, of course, the United States needs for 
those commodities—and then an examination of the world-supply 
position. There is no doubt, of course, that the existence of Europe 
as a claimant for some scarce raw materials makes the position tighter 
than it otherwise would be. But out import estimates—all of them— 
were adjusted and modified at that time to fit into our estimates of 
European imports to fit a pattern which we believed left plenty of 
room for the United States economy. This, of course, was not done 
in the ECA alone; it was done in conjunction with other United 
States Government departments concerned. 

The estimates were presented to other departments in the Foreign 
Supply and Requirements Committee of the Office of Defense Mobili- 
zation, and there was, I think, general agreement that the order of 
magnitude of the European imports contemplated was quite feasible. 

Since that time the position has changed. I suppose the steel-mill 
products are now in shorter supply than “the ‘vy were. That is a part of 
the answer to your question. I do not know whether you would like 
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to have me go into the more general financial side of it, or whether 
you are more concerned with the impact of the availability of goods. 
I can furnish the committee with copies of these studies, if you wish 
Mr. Gary. Off the record. 
(Discussion off the record.) 
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EXTENT AND COST OF ENTIRE MILITARY SECURITY PROGRAM 


Mr. Gary. General Olmstead, I wonder if you could furnish us with 
an outline of the extent and cost of the entire military security pro- 
gram in Europe as now envisioned by the authorities. I realize that | 
there is a question of classified information and how much ean be = 
given because of the security risks involved, but we would like to have 
in the record such information as can be released at the present time 
dealing with that subject. 

General Otmsrep. In the Senate version of the authorization bill, 
there was a terminal date of June 30, 1954, which we are in accord with 
This additional information that vou ask for we will prepare and insert 
in the record. 

The information is as follows:) 
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EXTENT AND Cost OF THE MILitaRy PoRTION OF THE MUTUAL SEcUuRITY 
q Procram FoR Evrore 
: Heavy expenditures by the United States between now and mid-1954 will be 
necessary if the plans to arm General Fisenhower are to be completed. The figure 
‘ of $25 billion for fiscal vears 1952, 1953, and 1954 has been mentioned before the 
q House and the Senate. That figure, applied to title I, is as nearly accurate as our 
i present information permits : 
d At the recent Ottawa conference, procedures were initiated so that the entire 
matter of total cost and how far the present commitments of the NATO nations 
; will go toward meeting it will be finalized. This was initiated by the United 
4 States in order that we may be sure we will not ask for appropriations for more 
; han our fair share, based on reliable figures. The figure of $25 billion eannot be 
d regarded as entirely reliable until it has undergone this process of being checked by 
; and with the NATO countries. This proc ess should also resuit in a recommenda- 
d ion of | nv resulting uncovered defix ency will be borne. 


ietion of the one-time rearmament expense requiring the foregoin 
litures, the present NATO countries should be nearly enough seif 


that little or no United States aid should be needed in order for them 





Mr. Wiccieswortn. I think the date is also in the House bill, 
The committee report indicates that. 

Mr. Covperr. Off the record. 

(Discussion off the record. 


DELIVERY OF END ITEMS TO DATE 


Mr. Gary. We were rather surprised in Europe when we were 
given figures of deliveries of end items to date. I believe the state- 





ment was made that only about 50 percent of the end items had been 4 
delivered from the first appropriation. I wonder if you could give 4 
us—and I think the information has already been requested as to the q 
appropri iations and obligations—information as to the actual de- 3 
liveries. ¥ 

General O_mstep. We make such a report monthly, and it is a 
readily available. We make it of the major items. 9 

May I offer for the record now a partial answer to the question? q 


This is as of June 30. There have been three more months since then. 
I should like to point out in relation to these figures that the dollar 
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value is not a military critical criterion. It is not the determining 
criterion. ‘The determining thing is: Have these people now received 
enough equipment to train the forces that have been activated to 
date in the program? On that, I should like to say for the record that 
we have no specific complaint from any of our military missions about 
training for newly activated forces being delayed because of the rate 
of shipment of MDAP materials. I can hand you this paper. It is 
marked “Secret,” but I am advised that that classification can be 
disregarded. 

Mr. Gary. I wonder if, in addition to this, you could give us the 
total by months. 

General Otmstep. I think so. 

Mr. Gary. So that we can see the way in which the program is 
being stepped up. + 

General Otmstep. Yes. 

(The information is as follows:) 


Fiscal years 1950 and 1951 Mutual Defense Assistance Program matériel programs 
shipments to port, by month 


{In millions of dollars] 


Monthly 
Fiscal year 1950: shipments 
gues NO oa ead test ac. S. Sco see ~ so ~ ee sene. sanscee 

EER RES ee Ree eA ee ee oe ;: . cpiaiea ities 
ee | ee a ee Bh et meer ase ba attr ins soe akagegckee a oeetesaii $16. 9 
i ae ie alm acide ep aine aaa om 5. 4 
Se ee Ses panera, Ui iia gs Sah 12.1 
ARES EE eee apie pers WEE See 34. 2 
IER Der Sines 8S ee Gee ba bale Os Rene eei nea sass aes's 68. 6 

Fiscal year 1951: 

aA 5 RSS TRS DERE Teorey er ase SMe fe Be re eseeet eee Seemed ape 30.8 
mn Oho rs oth Jer ah ee ge ee ia dale wae 75. 5 
IRS SNe i a lene nn do PN arn pasties ap igh nh 74. 4 
October 1950............- I A al a ccs ee Sit 70. 7 
If ee ee ee ee aia eee ibe a 79. 2 
IN NS SRENER RAL Se ray? ie lei eme Ss ype af Pea ee eee Be ee 115. 1 
ue RIS 5800 S52 Ae See ek ois ee eee ee eee 101.0 
INI OM al ne TN ee pce ate Os eens ae yee 52. 7 
I ance AGM ‘ . ines 118. 3 
ia Ge RI RS ie a re San Seam By Mc ee Re Se pe 143. 4 
POE ee cs Shes oe Beate eh ee pa de eee ces bain 76. 1 
ARCEMIS) oat 3 8s Sa ee ae el Sel) ia ane apie ao 115. 2 
ESE DEEDES BE NEEDED, ELE ENS | SE EO 1, 052. 4 
Pisces Pe Gee Pe NOOle Cle ee aa coll des 95. 5 


Delivery of selected major items of equipment in the fiscal year 1950-51, Mutual 
Security Program 


{Number of items and thousands of rounds of ammunition, June 30, 1951] 





| | } | 





{ 
| | | Sr 
| Small : 
| —s _ Small | artillery 
j | | — | Motor- | aan 1| Artillery pom = and naval 
| ‘Vessels | Aircraft | Poa: | transport} poem land naval! tn “} gun | 
| vehicles | vehicles | “guns | %UnS | ammuni- | pune 
| | | tion | , 
“ Scaecomieieaeinaees PRS rs aera Tae oS ee 2 es Tan 
oe | | | | | : 
|, | ee 49 | 643 | 3,864] 12,241 | 349,152 | 1,981 | 130, 648 4, 143 
Pitle WT. ..........] 9 | 0 | 352 | 4,806 | 5,208 | 249 | 16, 672 | 819 
eu St: See | 130 | 263 | 264 | 1,790] 42,202 
i | 


700 | 30, 834 | 393 
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Matériel programed and shipped to port during fiscal year 1950, fiscal year 1951, 
and fiscal year 1952, by title 


{In millions of dollars] 





Shipped to 











> ‘ i 
Programed ! | port ! 
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During fiscal year 1950 (actual) - : : mS =8 $1, 444 gre 
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During fiscal year 19 4 a 4,045 1, 05: 
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TARGET FOR DELIVERIES IN 1952 


Mr. Gary. How long do you estimate it will take the equipment 
inder this appropriation to reach the North Atlantic Treaty nations? 

General O_tMsrep. Our target date for availability at port in the 
United States is December 31, 1952, for the total program. Of course, 
some of the equipment will start in shortly after the money is available, 
but the completion of the program, or the target date, is December 31, 
1952, to be released from port in the United States. We will have to 
add to that perhaps a 30-day time lag for the ocean transport. There 
will be some items on which we cannot meet that target date. 
Mr. WiccLteswortx. You do not mean 1952, do you, General? 
General O_mstep. Yes. 
Mr. WiccLeswortn. For the entire military aid? 
General Ormstep. That is for our 1952 program. 
Mr. WiegG_esworts. That is not your target program, surely? 
General O_mstep. That is our target for delivery of the items in- 
cluded in the askings for the fiscal vear 1952. There will be some 
exceptions. We will fall short of that target in some categories. For 
illustration, aircraft and a portion of the tanks and motor vehicles. 
You see, we do not have the money yet, and we cannot even place the 
contracts until we get the money, and for these major items, irrespec- 
tive of the situation where there might be backlogs existing, if there 
was an operating production line operating right now and we placed 
an order for an item that takes 15 months to complete, we would not 
vet our deliveries until December of 1952. 

Mr. WiceLtesworts. Off the record. 
Discussion off the record. 
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ESTIMATED EXPENDITURES TO JUNE 30, 1952 


Mr. Gary. What are your estimated actual expenditures to June 
30, 1952? ; 

General O_msrep. I will have to ask Mr. O’Hara. We think in 
the military in terms of the availability of the item rather than the 
actual expenditures. 

Mr. O’Hara. A statement showing by months the expenditures 
and obligations for the military departments has been submitted to 
go along with the record, and it will be on its way up here to the 
committee. Unfortunately, the copy I had has been put in for 
attachment to the record. 

Mr. Gary. Has that already been inserted in the record? 

Mr. O’Hara. It has been inserted in the record pursuant to a 
previous request. It is slightly less than $1 billion through June 30, 
1951. 

Mr. Gary. Those are the actual expenditures through June 30, 
1951? 

Mr. O'Hara. That is right. 

Mr. Gary. I am asking for estimated actual expenditures by June 
30, 1952. 

Mr. O’Hara. Estimated expenditures by June 30, 1952, cumu- 
lative? 

Mr. Gary. Yes. 

Mr. O’Hara. They would be slightly under $5 billion under the 
present delivery anticipations. 

Mr. Gary. Do you have that estimate by months? 

Mr. O’Hara. No, sir. 

General Otmsrep. You did not ask this question, but it relates 
to the standpoint of our doing our job. We anticipate by June 30, 
1952, we will have obligated all the funds available to us with perhaps 
minor exceptions, which we did by June 30, 1951. There must, of 
course, be a time lag between the signing of the contracts going into 
procurement and the delivery of the end items. when payment is due. 
Also, there must be a time lag, you understand, between the point of 
obligation and the point of expenditure. 


OBLIGATIONS AND EXPENDITURES FOR MILITARY ASSISTANCE, 1950-52 


Mr. Gary. That is what I wanted in the table that I requested 
a few minutes ago. I would like to take the first appropriation made 
for military items and show what portion of that is obligated, what 
portion has been spent, and what portion of the materials has been 
delivered. I think that the first one was in 1950. I would like the 
same information with respect to 1951 and as far as you can go— 
estimates for 1952 for the present appropriation. If you can set that 
up in tabular form for us, I believe that would give us the information. 
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(The information is as follows:) 


Mutual Security Program—Obligations and expenditures for military assistance 














} ‘ 
Actual, 1950 | Actual,1951 | Estimate, 1952 
ee ES ee Se ee Ss See FER 
Title I: | 
Obligations poeekal $840, 7538, 848 $3, 761, 192, 145 | $5, 504, 253, 233 
Expenditures aA SES ME Peee 26, 928, 678 | 633, 404, 277 | 3, 303, 500, 000 
Title I | | 
Obligations 7 . 172, 983, 824 292, 695, 057 | 466, 228, 294 
Expenditures a ee a obes 9, 138, 451 122, 215, 166 | 326, 200, 000 
Title Il: 
Obligatic ons ‘ ae ree 34, 318, 840 | 410, 485, 791 659, 646, 208 
Expenditures 3 ; 1, 465, 261 | 158, 794, 273 333, 300, 000 
Title IV } 
Obligations bres : ities itp sin dali ae >on kecikiis enieaey = 38, 150, 000 
Expenditures ; Babs i Pd co oF 5, 000, 000 
Total all titles i 
Obligs ati ms backtavctehnade 1, 048, 006, 521 | 4, 464, 372, 993 | 6, 7°8, 277, 825 
Expenditures : oh 37, 527, 390 914, 413, 716 3, 968, 000, 000 





Notre.—Figures have been adjusted to conform with appropriation structure for 1952. 


Mr. Gary. There is some lag, I believe, as between your figures. 
I imagine they are shipment dates. Would they show actual receipts 
overseas? 

Mr. O’Hara. They would show shipment dates as the basis for 
reporting, Mr. Gary. Because of the extent of our operations, actu- 
ally, those probably are a little under actual shipments to port, on the 
date of the report. The time of reporting is about 10 days back, so 
far as our tonnage figures loaded on show, about 10 days behind the 
actual shipments to the ports. 

Mr. Gary. I remember when General Handy was giving us this 
information in France that there was some discrepancy between the 
figures he was giving us and the figures that had been given us by 
the Department of Defense. It developed he was figuring on actual 
receipts and they were figuring on shipments. 

Mr. O'Hara. That is correct, sir. Not only is there a discrepancy 
in that case, because he is figuring on the arrival date, but actually in 
some cases there is a two-way discrepancy, because some of the mate- 
rial being delivered from General Handy’s stocks in Europe is being 
delivered in advance of our reports, because of the delay involved in 
getting reports forwarded from overseas. 

Mr. Gary. Give us the best information you can get on that. 

Mr. O'Hara. Yes, sir. 

Mr. Gary. I assume that can be put in the record? 

Mr. O'Hara. Yes, sir; 1 am sure that the information for 1950 and 
1951 is proper for inclusion in the record. I will check, and I suspect 
that the 1952 information can also be provided. 


NATO ARMIES 


Mr. Gary. General, to what extent can vou furnish us information 
concerning the program for the NATO armies? 

General Otmstep. Furnish it to whom, Mr. Chairman? You say 
to what extent do we furnish it? To whom? 

Mr. Gary. Can you furnish us the information for inclusion in the 
record as to the plans for the Army? 
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General OtmstEep. You mean the phasing of the forces in? 

Mr. Gary. Yes. 

General Otmstep. I would be very doubtful if we could give 
you that for the record; very doubtful. I think we might give it to 
you for the information of the members of the committee, but I am 
quite sure the intended build-up of these forces must be regarded as a 
top secret piece of information. After all, that is the basis of the whole 
strength of the forces opposing the U.S. S. R. for the next couple of 
years. 

Mr. Gary. Yes. 

General Otmstrep. That is exactly what they would want to find 
out. 

Mr. Gary. I rather thought that that would be information that 
could not go in the record. 

Do you have any other general questions? 

Mr. WiaGLeswortu. | have a few. 


STANDARD OF LIVING IN EUROPEAN COUNTRIES 


Mr. Bissell, referring to your remarks in general—| will not go into 
detail, which I understand we will take up by country—lI understand 
that speaking generally of the 17 countries which ECA contemplates 
servicing you estimate the standard of living would be just about what 
it was prewar; is that right? 

Mr. Bissetu. That is correct, sir; slightly higher. 

Mr. WiaeieswortH. Was that not about the highest standard of 
living that those countries have enjoved, still generalizing? 

Mr. Bissevu. | think that is correct, sir. I have the impression 
that it may not be correct for France. I think the standard of living 
in France in the late 1930’s was perhaps a little lower than in 1929. 
It was about the same for Britain, but I think in general it was the 
highest. 

Mr. Wiceieswortn. For the over-all industrial picture I think 
you said it represents something like 140 percent as compared with 
prewar. 

Mr. Bisseuy. Actually I think it is about 145 percent, sir. 

Mr. WiaGLeswortH. As compared with prewar? 

Mr. Bissevu. Prewar. 

Mr. Wiee.tesworts. The over-all agricultural picture is about 10 
percent up, as compared with prewar. 

Now, in arriving at vour conclusion have you taken into account 
any cold or dollar balances which any one of these countries may have 
available at this time? 

Mr. Bisse.ty. We have taken them into account in this fashion, sir: 
We have, of course, records of them. We have assumed that no 
country should receive economic aid on a scale that would permit 
any increase in its gold and dollar balances, and actually our estimate 
is that aid on the scale here proposed—that is, within the sum author- 
ized by the House—would mean quite a sharp decline in gold and 
dollar balances for a number of the countries. 

Mr. WicGLeswortn. Generally speaking the yardstick has been 
no increase. 






























2 Re a 























86 


UTILIZATION OF GOLD OR DOLLAR BALANCES 





Have you or have you not, so far as your calculations are concerned, 
contemplated that the gold or dollar balances should be utilized to 
any extent? 

Mr. Bissett. May I answer your question this way, sir: In the 
figures that we submitted to the authorizing committees in general 
we made provision in only two cases, I believe, the cases of France 
and the Netherlands, for the use of dollar balances by the countries. 
As I remember it, the aggregate amount for the two countries together 
was on the order of $100 million. 

That situation has now changed, sir, which is the reason I have to 
give a complicated answer to this question. If it were posssible for 
us to be appropriated the full amount requested, which for country 
aid was $1,512,000,000, it is now our estimate that for this entire 
group of countries they would have to use their dollar reserve to the 
tune of just over a billion dollars. Now, by far the largest part of 
that would be the United Kingdom. It is our estimate that the United 
Kingdom would have to consume or use its balances to the extent of 
some $700 million. 

I referred in passing this morning to the fact that in the last 2 
months the position of the United Kingdom had altered drastically. 

For the other countries, except the United Kingdom, the loss in 
reserves would amount to $300 million. There would be no single 
country able to add to its reserves excepting Turkey, by an amount 
of $1.1 million, and the heaviest losses would be in the case of France, 
$113 million; Belgium, $87 million; and Italy, $60 million. 

You understand, sir, that I am giving you these very theoretical 
figures to answer your question. I say ‘“‘theoretical’’ because this 
will be true if the full military effort were carried forward and the full 
amount of aid were available. 

On the assumption of the program that is before this committee, 
for $937 million of country aid, and a somewhat reduced military ex- 
penditure, we would now expect that the total consumption of reserves, 
excluding the United Kingdom, would amount to only $76 million; 
$29 million for Belgium, $12 million for Denmark, $25 million 
for France, and $10 million for the Netherlands. 

} That, as I say, is related to the smaller military program and the 
curtailment and somewhat lower rate of industrial production that we 
believe to be all that is feasible with the reduced amount of aid. 
There is no country that would add to its reserves on our estimates. 

POSSIBILITY 


OF FINANCING FROM OTHER SOURCES 
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Mr. Wicciesworts. To what extent, if any, have you taken into 
account possible financing from other sources, like the: World Bank 
or the Export-Import Bank or private sources? Is there any financing 
of that character in the picture at all as you calculate it? 

Mr. Bisse. I have to give you only an impression on this. I 
will not be able until tomorrow to give you the exact figures. 











I believe there is some allowance for private financing. We have 
allowed for any known financing by the Export-Import Bank or the 
International Bank on anything that is under discussion. I might 
mention, however, sir, that the most important—it is not quite on a 
par with that, but one of the important items that we have allowed 
for is the expected expenditures by other departments of the Gov- 
ernment in these countries. 

Mr. WiaGLteswortH. You mean other departments of the United 
States Government? 

Mr. Bissetu. Of the United States Government. This is for the 
most part expenditures by the Defense Department, some of which 
will be expenditures from this same appropriation. Others will be 
expenditures from the regular appropriations. 

Mr. WieeGLteswortu. You mean for airfields and bases and that 
kind of thing? 

Mr. Bissety. That is correct. Also, that part of the troop pay 
which is spent and remains in the countries. Also, any procurement 
of military end items within the countries, whether for the United 
States forces or as a part of the end item program. 

Mr. Gary. Have you taken into consideration the additional 
billion dollars that was allotted to the Export-Import Bank recently? 

Mr. Bissetu. We have. Mainly, Mr. Chairman, that-has affected 
the prospect in the far eastern program rather than here. To the 
best of my knowledge we have not allowed for much, if any, Export- 
Import financing in the European case. But I can find out and will 
have the figures on precisely what we have included. 

Mr. WiaeLeswortn. Will you indicate either here or in connec- 
tion with the countries, whichever is more appropriate, the total 
amounts that you have included for possible financing by the World 
Bank, the Export-Import Bank, and the other agencies of the Gov- 
ernment to which you refer. 

Mr. Bisse. I will do that, sir, by countries. I can put it in at 
this point in the record, if you w ish, as a summary table. 

Mr. Wiaeieswortn. | think that would be helpful. 

(The information is as follows: ) 
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EFFECT OF DEPARTMENT OF DEFENSE EXPENDITURES UPON NEED FOR 
ECONOMIC AID 


Mr. Bissett. May I make this one point, sir, which may be of 
interest: The net effect of the Defense Department expenditures in 
particular, as they are now officially planned and as we have calculated 
their effect, is to provide dollars net in the amount of $345 million in 
this fiscal year. That acts directly to that amount to reduce the 
need for any economic aid. 

Mr. WiceLesworts. $345 million from other departments of this 
Government? 

Mr. Bisseii. Mainly from the Defense Department. I think that 
is all the Defense Department, sir. 

I might explain that the expenditures we are assuming by the 
Defense Department are very considerably larger. I think this was 
done with Mr. O'Hara's office, but what we have done was to go over 
the various categories, of which troop pay and the like are examples, 
and try to get experience on how many dollars of those expenditures 
stay in the country and how many come right back here, and allow 
for that immediate leakage of a part of the funds that are spent. The 
$345 million figure I have quoted is a measure of the net reduction in 
the need for economic aid resulting from these expenditures. 

Mr. Gary. What about the effect of loan deferrals and repay- 
ments? 

Mr. Bissett. We have allowed, sir, and we can get accurate in- 
formation, of course, on all United States Government and other 
public institutional loans. We have allowed in the payments for 
services of all payments of interest, and in the so-called capital account 
that appears on a number of our tables for repayments on principal. 

We have allowed for all those. 

Mr. Gary. In your calculations? 

Mr. Bisseiy. In our calculations. That I could go over country 
by country. 





COUNTERPART FUNDS 


Mr. WiccLeswortn. Insofar as economic aid is extended, there 
will, I assume, continue to be counterpart funds? 

Mr. Bisseiu. Yes, sir. 

Mr. WicGLeswortx. Are there counterpart funds with respect to 
military aid? 

Mr. Bissett. Not with respect to military end item aid, sir. 

Mr. WIGGLE sworTH. Are these counterpart funds with respect to 
anything classified here under military assistance? 

Mr. Brssetz. Not in this program, sir. 

Mr. WiccLesworts. Have you taken those counterpart funds into 
account in arriving at your economic figures? 

Mr. Bisse.i. We have, sir 

Mr. WIGGLES worTH. Those funds in effect double the purchasing 
power that you will request in dollars here, I take it? 

Mr. Bissexi. I would say, sir, that we get, I think, in a sense, a 
doubled use out of them. They serve when the dollars are spent to 
enable the countries to a from abroad part of what they have 
to have and pay for in dollars. Thereafter when the counterpart is 
spent it enables the Government of the country in consultation and in 
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agreement with us to make expenditures in their own currency which 
may, for instance, be direct military expenditures under the new form 
of legislation, or may be for other purposes. 


INVESTMENT PROGRAMS 


Mr. WicG.Leswortn. Is it not a fact that heretofore a number of 
the investment programs of the countries concerned have been, in 
your judgment, excessive? 

Mr. Bisseuu. I think that is correct, sir; yes. 

Mr. WicGLeswortn. Is there not room for curtailment in some of 
those programs now, or for a diversion, I might say, from those 
programs to military purposes? 

Mr. Bisseuu. I think there very definitely is, Mr. Wigglesworth. 
I think, however, that unfortunately there is also going to have to be 
some acceleration of investment in other directions. That is, more 
particularly in military production itself, in the countries which are 
the more industrial countries, as here. There will be a phase of tooling 
up which will involve a good deal of investment. Moreover, the very 
high levels of economic activity that have been reached in Europe 
have created bottlenecks, notably coal and power. I think investment 
will have to continue and perhaps even be increased in a few places 
like that where it is directly serving quasi military or partially military 
purposes. 


BASIS FOR COMPUTING REQUIREMENTS FOR ECONOMIC AID 


Mr. Wiceteswortnh. I do not yet have a very clear picture of how 
you compute the economic aid that you recommend. Perhaps that 
will come out as we take up each separate country. If not, 1 would 
like to get something on the record now which would clarify the 
methods used. 

Mr. Bissett. May I summarize the steps in the process this way, 
sir, and see if this will make it clearer: The starting point is to deter- 
mine what the total production we believe is that is feasible in a 
country, and to form a judgment as to the part of that total production 
that can be used for military purpose. We have then calculated and 
estimated the imports that the country would require in order to 
achieve the rate of production indicated and the exports that it will 
be feasible for the country to make, given the total production and 
the portion of that going for military purposes. The need for aidis 
then determined broadly speaking by the gap between possible exports 
and required imports. 

Mr. WiaGLeswortn. That assumes certain yardsticks with refer- 
ence to the standard of living and with reference to budgetary demands 
on the gross national product. 

Mr. Bissetu. That is correct, sir. 

Mr. Wiaeieswortu. In terms of the amount of revenues that are 
devoted to military purposes, in terms of these investment programs 
we just referred to, and various other things. Is that not true? 

Mr. Bisse. That is exactly right, sir. I tried to give the shortest 
possible outline of the judgments. You have enumerated just exactly 
the considerations that have a bearing on those. For instance, in 
determining how much of the total production can be put to military 
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purposes one must, as you have suggested, see how much consup- 
tion can be held down by taxes, how much of a budget deficit the 
country can afford to run without serious inflation, whether consump- 
tion from the aandpoint of an adequate standard of living can be 
held down to that limit, to what extent investment can be eut back 
or diverted, and so on. That whole series of judgments has to be 
made and has a bearing on our estimate of the feasible military effort 
and the feasible exports in particular. 


RELATIVE IMPORTANCE OF MILITARY PREPAREDNESS AND MAINTAINING 
STANDARD OF LIVING IN EUROPEAN COUNTRIES 


Mr. WicGLteswortu. While you state that generally speaking you 
think it would be unfortunate if the standard of living could not be 
maintained substantially as high as it is now is it not a fact, with the 
problem confronting America and the NATO nations, that it may often 
be a question of whether military preparedness or subsidies for this or 
that social objective is more important? 

Mr. Bissevy. I believe that question does arise, sir. Briefly, I can 
best state my reasons, I think, by a very brief reference to the con- 
ditions in three countries—Denmark, the Netherlands, and the United 
Kingdom. We believe the standard of living can and should and will 
be cut back there. 

In the case of Norway the standard of living has been held down 
very, very strictly all the vears since the war. That is one place 
where we feel that it simply is not feasible to tighten the screw any 
further. 

Mr. Gary. Is that not also true of England? 

Mr. Bisseii. Our feeling is that the standard of living in England 
has got to go down a little bit. 

Most of the other countries have, in some measure, special prob- 
lems. In Germany and Italy there is going to be a sizable increase 
in the total number of people employed and in the average number 
of hours worked. There the problem is different. The limiting factor 
is not what the people could afford to live on. The limiting factor is 
that with inevitable considerabiy larger consumer income the average 
standard of living is bound to go up, exactly as it did, for instance, in 
the United States from 1940 for the next 2 years, when we pulled a 
lot of unemployed back inte employment. There the standard that. 
we have tried to apply is to allow for about a stable standard of living 
for those already employed and an increase in the average, reflecting 
only the better position of those that are reemployed or work full time. 
That is substantially true, as I said, of Germany and Italy and to 


_ } a ~<> > } i > 
some decree of France and Belcium. 


ECONOMIC CONTROLS IN EUROPEAN COUNTRIES 


Mr. Gary. How do the controls in the European countries com- 
pare with the economic controls in the United States? 

Mr. Bisseri. They are of several sorts. As to the controls in the 
form of actual rationing, of course, there are still some of those re- 
maining, especially in the United Kingdom and Norway, rather few 
now on the Continent. I think perhaps Dr. Fitzgerald can give vou 
better information than I can on those. I would also like him to 
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answer more fully than I can on the others, but we have been trying 
to achieve approximately similar standards as between the United 
States and the countries in Europe, in controls that are applied to 
conserve materials, allocation controls, to direct them to military 
uses, and the like. 

As a broad generalization, 1 would say that the controls in the 
Netherlands, Scandinavia, and Britain are a good deal stricter than 
here. The controls in the other continental countries are probably 
less strict as of this moment. I think Dr. Fitzgerald could supple- 
ment that, if vou wish. 

Dr. Firzcreravp. I think Mr. Bissell has given you an adequate 
generalized statement. We can add to it, if you wish. 

Mr. Gary. How about price and wage controls? 

Dr. Firzcerautp. Again that varies a good deal by countries. 
The United Kingdom has more general price and wage controls, and 
Norway and probably the Netherlands have more general price and 
wage controls than any other countries in Western Europe. And I 
think that in general they are as effective as those in the United 
States; perhaps i in some instances more so. 

In the case of the rest of the Continent of Europe, France has a 
general system of wage stabilization which, as Mr. Bissell said a little 
while ago, has broken twice already this year by general wage increases 
because of the rapidly rising internal] price situation in that country. 
France, as Mr. Bissell has commented on more succinctly, has a real 
inflationary problem ahead of it. 

On the control of critical raw materials, which is pretty important 
to all of us, the United Kingdom has even more extensive controls 
than we have. Effective December 1 they are going into 100-percent 
control of steel, even more limited and restricted uses of steel than 
we have in this country at the present time. In the case of copper 
and all other nonferrous metals all countries have some degree of use 
restrictions and conservation measures at the present time. 

Last week all the OEEC countries agreed on end-use controls of 
copper which are substantially similar to the end-use controls that 
we have in this country. The Continent generally, [ would say, Mr 
Chairman, is about 6 months behind the United States in those con- 
trols, end-use controls of short-supply commodities. The United 
Kingdom and the Scandinavian countries are very close to us. 

Mr. WiccLeswortn. It seems to me that there are a whole series 
of factors here that enter into this picture, all of which are vitally 
important from the standpoint of the American people generally with 
a view to being assured that other nations are doing their full share of 
this undertaking. I take it that the provision of economic aid is con- 
ditioned upon the fact that the other nations do their part? 

Mr. Bissevu. That is entirely correct, sir. And I might say not 
only economic aid but, as far as the type of controls to which Dr. 
Fitzgerald has just referred, these controls over the use of scarce mate- 
rials and equipment and I think in the whole materials-allocation 
process a similar standard will be applied. 

I would like, if I may, to make one correction to what I said a 
moment ago about the standard of living in particular countries. I 
was there referring to the results that we would expect had we received 
the full sum requested for authorization, and the figures will be some- 
what lower than those that I have and can submit here, of course, 
with the amount of aid presently under discussion. 
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FLEXIBILITY OF PROGRAMS IN EUROPEAN COUNTRIES 


Mr. Wicciesworrn. Is there a specific pregram in being now for 
each one of thes® 17 countries? 

Mr. Bisse.u. There is, sir, a proposed sum to be provided as aid, 
an illustrative program of the way by commodities that those dollars 
would be spent. It is an illustrative program. 

Mr. Wiccieswortn. In other words, you have made a rough esti- 
mate of the amount that, in your judgment, is required, but you have 
not any specific program which you are requesting in any instance? 

Mr. Bisse.u. I am not quite sure I know what you mean by a 
program. 

Mr. WiccLeswortn. I mean items indicating how you are going 
to spend the money. 

Mr. Bissevi. Oh, yes; we can submit one as we have in previous 
years, an indication by commodities of the way in which this sum 
would be spent for each country, how the proposed amount would be 
spent for each country. 

Mr. Wicgieswortn. You used the word “illustrative.” In other 
words, that program is not a binding program? 

Mr. Bissevx. No, sir; that is correct. Virtually it bas to be a 
flexible one because circumstances change so sharply during the year. 


PRODUCTION OF END ITEMS IN EUROPE 


Mr. WicGiesworts. General, let me ask you a couple of questions. 
Of the total amount that vou are requesting, how much is to be spent 
for production in other countries? 

General O_mstep. We have no firm estimate on that of what we 
would term offshore proc ureme nt,asvet. We have asked our services 
to bene ip with suggested programs by October 

Mr. W: IGGLESWoORTH. Is it not contemplated that part of the funds 
shall be utilized for the production of end items in this or that allied 
ountry? 

Gi neral O_mstep. Yes, sir; that is our desire. 

Mr. Wicc.iesworts. But you are not able to tell this committee 
at this time how much, if any, of the funds requested that are now 

ler consideration, will be spent in Europe or in any country in 


at is rivht. sir 

Mr. Wiss LESWORTH. W hen will vou be in a position to do that? 
Genera! O_mstep. I would say that we could not give you a very 
w orth- while estimate before the Ist of December, and I would say in 
explanation of that, this is a brand: new concept and prior to having 
a firm list of items and quantities of those items for procurement, 
we have to get our procuring mechanisms estab lished. In addition 


to that, then, we have to go through the testing of comparable figures, 
tests such as pricing, time of delivery, quality =? delivery, and so forth. 
Mr. Wice.esworrn. Is not your request to this committee based 


on “28 inc 1iems 

General O_mstep. Yes, sir. 

Mr. Wis GLEsWorTH. And is not that list of specific items neces- 
sarily compiled in the light of available production facilities both 
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General Otmstep. Our end-item list at the time it was made up 
contemplated that the end items would be produced in the United 
States. Now a portion of those items will not be produced in the 
United States but will be procured abroad. To the extent that they 
are procured abroad they will be taken off the end-item list as far as 
United States production is concerned. 

Mr. WieeLesworts. Can the United States production handle 
your entire request plus the entire request for domestic purposes? 

General OLstep. Yes, sir. 

Mr. WicGLeswortu. We certainly understood, while we were in 
Europe this summer, that these funds were to be used for production 
in European countries; that is, one of the objects was to develop 
production just as fast and as far as possible in desirable lines in 
different allied countries utilizing the manpower and facilities avail- 
able there. 

General Otmstep. That is right, sir. We started discussing this in 
late spring and alerted our Technical Service people overseas about 
the fact that this program was in the discussion stage. However, we 
have gone only this far to date; we have sent a few guinea-pig items to 
them, to ask for bids by European production. 

Mr. WieGLeswortu. As a matter of fact, the cost of the items you 
are asking for, the over-all cost, might be substantially affected, 
might it not, according to whether they are built in this country or 
overseas in allied countries? 

General O_tmsrep. Yes, sir; that is right. 


ESTIMATE OF PURCHASE CONTRACTS IN EUROPE FOR 1952 


Mr. WiaGieswortu. So that your over-all request may be sub- 
stantially out of line if you determine to place a substantial portion 
of the production overseas? 

General Otmstep. From the standpoint of actual volume as against 
a total program here of $6 billion, 1 would say in the fiscal year of 
1952 at the outside we could not buy abroad more than a quarter to 
half a billion dollars worth of end items and from guinea pig tests we 
have run, there will be but a very small fraction of difference on 
initial orders between the end cost of an item produced abroad and 
the end cost of an item produced here. I think the variation would 
be a most negligible variation percentage-wise. 

Mr. WiacLeswortH. Do you mean that in the nine NATO coun- 
tries overseas you could not expend more than a quarter to a half a 
billion dollars in the fiscal year 1952? 

General Otmsrep. The term ‘“‘contract’’ would be more precise, sir. 
I am not talking about their capacity to produce. I am talking about 
the ability of going through the procurement mechanisms in the 9 
months remaining. 


CAPACITY OF GREAT BRITAIN TO PRODUCE FOR MILITARY PROGRAM 


Mr. Wice.eswortH. Frankly that strikes me as an amazing esti- 
mate. If we consider Great Britain alone, I should have thought 
that you could obtain more than that in military production in the 
fiscal year 1952. 
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General O_mstep. The problem is quite a complex one. Our 
procurement officers are charged with a very serious responsibility, 
as you know, and it is right that they should be. In the first place 
they have the problem of letting contracts, and ahead of that asking 
for bids and getting these foreign nations to accept our philosophy 
on renegotiation which, up to now, is a brand new philosophy; making 
sure that the low bidder cannot only produce in the time required 
but in the quality required. In some instances it requires a govern- 
ment-to-government negotiation rather than a direct negotiation 
between our purchasing and contracting officer and the intended 
supplier, and a quarter to a half a billion dollars let insmall contracts 
is a substantial amount of small contracts number-wise. 

Mr. WiaGLtesworrx. How about planes? 

General O_mstep. Except for components we do not visualize the 
European potential as being of very much capability to meet our 
standards for the types we are programing either time-wise or 
qualit y-wise. 

Mr. WigGLeswortrh. Do you mean to say that Great Britain 
cannot produce planes that are useful to the NATO effort in the 
event of a show-down? 

General Oumstrep. The existing facilities are pretty well io use. 
They are full up now with the type of planes that they are making 
for their own purposes. And if we were to increase the number and 
the types of planes produced there it would require retooling, prob- 
ably new facilities and new skills and know-how that they do not 
now have to such an extent that as a practical matter we would view 
it unwise to presume to buy a major portion, a major quantity o/ 
planes abroad. 

A typical example might be the production of helicopters, which 
is a very tight item for us. There are facilities in Britain that could 
produce them, but they need the critical components which are also 
the bottleneck of the deliveries over here. Therefore, we do not gain 
anything by contracting over there, and further we run the risk that 
the facility going newly into the production of that item might not 
be able to turn out a suitable one. 

Mr. WicGieswortn. | understood that productioa of the pro- 
gram at home was for the time beiag limited by our productive ca- 
pacity. If that be true, it does aot seem reasonab'e to me to say 
that everything we are going to make for our owa use or for the use 
of our alhes should be limited to domestic production. 

General O_mstep. I have two observations to make to that state- 
ment. One is that we are utilizing only about 20 percent of our pro- 
ductive capacity in this country for military purposes, and that is a 
limiting factor. 

Mr. WicGLeswortn. That is supposed to be substantially the linit 
that we can use without seriously jeopardizing our civilian economy 

General O_msrep. That is the limiting factor at this point. Of 
course, should we take the necessary steps to expand our total produc- 
tion, such as going to a multishift operation with a further impact on 
vur civilian economy, then that limiting factor would rapidly be 
modified beyond the limits of our total present military requirements. 

Mr. WigGLeswortu. Do you want to leave the impression with this 
committee that in your opinion there is no available construction 
capacity that can be utilized in any of the nine NATO nations overseas 
to the mutual advantage of all concerned at this time? 
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General Otmstep. That is not exactly what I said, Congressman. 
What I said was that I thought in the next 9 months, starting from a 
standing start, it would be unreasonable to suppose that we could 
place military procurement contracts in an amount greater than a 
quarter to a half a billion dollars. I think that once we get a purchas- 
ing and contracting mechanism in operation, as we had during the 
last war, that that volume could be substantially increased. 


MANUFACTURE OF PARTS BY NATO COUNTRIES 


Mr. Gary. My understanding, General, is that the plan is now to 
get the NATO countries to concentrate on the manufacture of parts 
rather than equipment; is not that true? 

General Otmsrep. Our desire in order of priority, Mr. Chairman, 
is that they make spare parts, ammunition, and the shorter lead-time 
items. That is our desire. I am assuming that they are already 
making their soft items, because we have not been programing them 
anyway. So, let us say personal equipment which they are already 
doing, spare parts, ammunition and the shorter lead-time items, 
such as small arms, mortars, simple electronics equipment, and so 
forth. 

Mr. Bisseti. Mr. Chairman, I wonder if I could add a word or two 
on this? 

Mr. Gary. Yes. 

Mr. Bissecv. In the first place, as | mentioned earlier in answer to 
a question by Mr. Wigglesworth we, of course, have had to make an 
allowance in our economic figures for the economic impact of these 
purchases in Europe and there we, of course, are mainly concerned or 
partly concerned at least with not the volume of contracts placed, 
but with actual expenditures, which are going to be a vastly smaller 
amount. 

The specific figures we have assumed are these: That there will be a 
total expenditure for equipment under the procedure you bave been 
discussing of $75 million only in this group of countries during this 
fiscal year, and that is split between Belgium, France, Italy, and the 
Netherlands. You understand that expenditures in the sense in 
which we use it in our budgets, I suppose. It is fairly close to de- 
liveries. 

Mr. Wicei_esworrn. Of course it follows if that were stepped up 
even to the small amount that the general suggests, that the need 
for economic aid would be correspondingly reduced? 

Mr. BisseLi. Yes, sir; the point I want to make is 

Mr. WieGLesworrn. Does not that follow? 

Mr. Bisset. That follows, but you should understand that to get 
$75 million ef expenditures you would have to go well beyond $300 or 
$400 million of contracts, because there is going to be an appreciable 
lead time between contract placement and expenditure with even the 
shorter lead-time items. 


ESTABLISHMENT OF NEGOTIATING BASES 


Mr. O'Hara. May I add one thing to that? 
Mr. Gary. Yes. 
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Mr. O'Hara. There is another time factor that enters into the con- 
tracting, and consumes a lot of the total time between your program 
for procurement and your actual delivery which precedes expenditure. 
The factor is, that in foreign procurement a negotiating base for con- 
tracting has to be established with the country. Certain United 
States Laws require certain things to be included in American contracts 
with which the people in these countries are not familiar. There are 
certain taxes that are imposed by these governments, which are 
normally not imposed through tax exemptions accorded in this coun- 
try, and negotiations have to be conducted to secure similar provisions. 

In the case of France, extensive time was required in order to nego- 
tiate a basis on which contracts could be placed with French manu- 
facturers. Those negotiations involved the Government as well as 
the manufacturer in order to obtain a contracting basis that meets 
United States legal requirements. That sometimes might take longer 
than the manufacturing lead time on the item. 

Mr. Wiac.iesworts. I do not pretend to have any expert knowl- 
edge, but offhand I think vou would save a great deal of money and 
considerable time and contribute to European self-sufficiency and 
morale if vou can take advantage of available manpower and indus- 
trial capacity on the other side of the water. 


IMPACT OF UNITED KINGDOM DEFENSE PROGRAM UPON PRODUCTION CAPACITY 


Mr. Martin. May I add a point in connection with the suggestion 
about the United Kingdom? By and large the information that we 
get is that the present United Kingdom defense program that they 
are now financing themselves takes up all the defense capacity and, 
in fact, has required some conversions, for instance, of automotive 
capacity to aircraft. There is no idle capacity or manpower in the 
United Kingdom which we could place any number of contracts with, 
so that we have to look pretty much to the Continent now as the place 
where we can put orders. 

Mr. WiGGLesworts. That depends on what use you are going to 
make of available capacity. 

Mr. Martin. There is a time factor and a cost factor involved in 
conversion which we have to keep in mind m connection with our 
target date of 1954 with the items in our program which General 
Olmsted has said are largely long-lead-time items anyway and you 
have got to get started pretty promptly in order to meet that deadline. 


POSSIBILITY OF CONVERSION TO MILITARY PRODUCTION IN NATO COUNTRIES 


Mr. Covpert. Is not the ultimate question simply this? If we 
were prepared to use the $5 or $6 billion that we are now talking 
about solely for the purpose of providing raw materials and perhaps 
some machine tools for the Europeans, would not they be able, in 
effect, to carry out the very same program that we plan to carry out 
at home and produce the very same items; and if not, why not? 

General O.tmstep. No, sir; definitely not. In the first place, aside 
from the United Kingdom, nobody in any NATO European country 
today is making a proven combat-worthy tank. 

Mr. Covupert. Well, we have had to do some conversion in Detroit 
in order to make tanks. Is there any reason why German, British 
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and French production could not be converted to make the same 
tanks assuming that we provided the materials with which to do it 
with, perhaps, an occasional engineer from the Pentagon, or elsewhere, 
to provide the know-how? 

General Otmsrep. The Germans made a pretty combat-worthy 
tank in the last war. In fact, some of the boys thought that it was 
better than ourown. But they have been limited by the terms of the 
armistice or the surrender, they have been prevented from making 
weapons of warlike matériel, and so the Germans presently are out of 
consideration. As to what their existing capacity might be and how 
long it would take to put it into the production of tanks, that I do not 
know, because we have not explored that. It would be a fruitless 
waste of time at the moment, because even if we found that they could 
make them, they would not be permitted to make tanks in the light 
of the present arrangements. 

Mr. Covupert. Wait a moment; I am not asking the question as a 
purely idle question. There is some optimistic talk that at some 
point in the not too distant future our European friends will be able 
to sustain themselves and produce and maintain the very same kind of 
equipment that we are sending them or planning to send them now. 
If at that time they are not able to make combat-worthy tanks and 
the necessary aircraft and the other things needed to maintain that 
army which is in the process of construction, then we will never get 
off the hook, will we? 

General Otmstep. That does not necessarily follow, so long as we 
are all members of a collective security organization, NATO. It 
might be well for an indefinite period for us to make certain types of 
munitions here. It does not necessarily follow that we have to give 
them away. ‘The self-sufficiency may mean, once they get the unit 
equipment, the capacity to buy their replacement items. 

Mr. Couprrt. I should hardly call it self-sufficiency if all the major 
heavy units of military equipment—tanks, heavy guns, and _ air- 
planes—had to be brought from across the Atlantic. That is hardly 
military self-sufficiency for Western Europe. That is why it seems to 
me so very important to explore the possibility of how far these funds 
can be used to establish the necessary European industries to produce 
the stuff. . 

General Otmstep. Congressman, vou may be right. But I would 
give you this as my view for whatever it might be worth. It might be 
conceivable for the indefinite future, as long as that area is subjected 
to the possibility of being overrun at short notice, that these heavier 
items be made here, and that our effort be directed in terms of getting 
these countries on a self-sufficient basis by getting them in a position 
where they can buy and pay for them, rather than to have them made 
over there. 

Mr. Coupert. That was not the question I was interested in. 
That is a question of military policy. 

Mr. Gary. Be that as it may, for the immediate future we have a 
race against time, is that right? 

General O_mstrep. That is right. 

Mr. Gary. And the purpose is to build an army sufficient to defend 
Europe, as quickly as possible. 

General Otmsrep. That is right. 
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Mr. Gary. And in order to do that you have got to get your mate- 
rial from the best available source rather than toe try to build up 
facilities that might be used to furnish them at some future time, 
which may be too late? 

General O_mstep. Mr. Chairman, you have told my story much 
better than | could. 

Mr. Covuperr. I would still like to ask our distinguished head of 
the ECA whether or not it would be practically possible, within a 
reasonable period of time, to establish in Europe means of production 
for most of these end items that we are presently planning to send 
from the United States? Iam not talking about policy, but whether 
it is Wise or unwise generally from the standpoint of production alone. 

Mr. Bisseti. From the economic side, can it be done? I would 
say in time it certainly can be done. If you will permit me to express 
an opinion, I do not think any of us on this side of the table mean to 
give the impression of resisting this. The Pentagon, I can say as 
one outsider, is going ahead vigorously to place contracts in Europe. 
I think General Olmsted emphasized one part of the process and I 
another, but to get an organization going to place contracts, and then 
to begin to get deliveries even of ammunition, spare parts, small 
parts, takes time, so for the economic problem right before us the 
Europeans are not going to pick up an awful lot of dollars this way 
this vear. 

Mr. Gary. That was my understanding; that they had surveved 
the field and they were not getting sufficient cooperation along that 
line and finally they said to the NATO countries—‘“‘We are going to 
furnish vou with this material but you will have to keep it up and you 
must begin to manufacture your spare parts.” Later on they may 
follow with the heavier equipment, but it is my understanding that 
the present program is to concentrate, so far as Europe is concerned, 
on the manufacture of parts and small arms. 

Mr. Covpert. Is there not a political question back of that, how- 
ever? Is not there resistance in other parts of E urope to re building 
the great war potential in the German Ruhr area? 

Mr. Bisseun. Yes, there is. 

Mr. Covpert. In other words, we have to overcome political 1 
sistance before we can even begin to produce combat-worthy t: aeiaT. 

Mr. Bissett. The Ruhr is in a very exposed position. That is 
another story. 

General O_mstep. I think we all understand even as of now the 
Europeans are carrying the cost of over half of their units of equipment 
themselves. 

There is one other bia that we should have in our minds and that 
is the security factor. With our present rate of development on 
atomic weapons and guided missiles we would not want to reveal the 
information, let alone try to put them in production on that type of 
equipment. 

Mr. Couprerr. You do not have to give them everything, obviously. 

General Otmstep. There are limitations on the self-sufficiency 
to serve our own Interests. ‘ 

Mr. Martin. May I add a point to the point that you made, 
Congressman Coudert? 











101 


During the discussions this past week I think that we have made 
very material progress in getting agreement among the three of us 
about what Germany may be allowed to produce, which will open up 
the door to greater utilization. 

Mr. Gary. Do you mean at Ottawa? 

Mr. Martin. I am talking about the tripartite meeting of the 
ministers. 

Mr. Gary. In Washington? 

Mr. Martin. Yes. I think that has real significance in_ this 
sense: Insofar as it is strategically possible to locate facilities in the 
Ruhr area, the Germans, better than any other Europeans, except, 
perhaps, the United Kingdom, are the ones who are able to produce 
on a mass-production basis on something like United States rates of 
efficiency. By and large, on the Continent vou cannot get mass pro- 
duction of items produced nearly as cheaply as in the United States, 
even allowing for the difference in wage rates. That is one of the 
reasons why the ECA productivity drive is so important in getting 
the continental countries into a position where they can efficiently 
maintain a military machine. When you get to hand items like ships, 
they can beat our costs, as I get the information, but when you get 
into mass-produced items like trucks, they just cannot make the grade 
as things now stand. 

General OtmstEAb. There is one country in Europe where we are 
trving to make mine sweepers, and they are quoting a higher cost. 

Mr. WiaGLesworru. We were told in Europe in June that only 
50 percent of the 1950 MDAP program had been delivered up to that 
time. Do I understand from what you have told the chairman that 
it is your judgment that the other half of the 1950 program, and all 
the 1951 program and all the 1952 program, with certain exceptions, 
can and will be delivered on or before December 31, 1952? 

General Otmsrep. That is right. 

Mr. WiaGtesworru. Does anyone have any breakdowns for me as 
yet, the ones that you said you would try to get with respect to the 
military assistance appearing on page 13 of the justifications? 

Mr. O’Hara. Those are in process. They will probably be here 
tomorrow. 


THURSDAY, SEPTEMBER 20, 1951. 
Mr. Gary. The committee will come to order, please. 


DATA ON BALANCE OF PAYMENTS, IMPORTS, BUDGETS, AND POPULATIONS 
OF EUROPEAN COUNTRIES 


Before we start the country-bv-country aid I think it would be well 
if we insert at this point in the record the tables on pages 20, 21, and 
24 of the justifications. And following these tables we will insert the 
table you have prepared showing the prewar and current population 
and the area of each of the European countries with which we will 


deal. 








(The tables are as follows: ) 


Summary: European countries \—Estimated balance of payments in gold and dollars 
and all currencies 


[In million dollars and dollar equivalents] 











1950-51 1951-52 
Total, all Total, al! 
curren- | curren- 
a cies (ex- | | cies (ex- 
United | Total, gold mange nd United | Total, gold | a 
States | and dollars rh States | and dolfars | | pende a 
overseas | | overseas 
terri- | | | terri- 
tories) | | tories) 
1. Imports 4 $2, 881.9 $4, 155.0 $20.8 8.1 | $3,352.7 | $4,969.9  ($23,928.3 
2. Payments for services 835.3 1, 046.3 3, 056. 8 | 1,086.7 | 1,352.4 4, 560.1 
3. Exports 1, 454.4 2, 460.7 18 395.8 1, 89.6 2, 601.8 20, 457.3 
4. Receipts for services 835.7 1, 038.6 5, 430. 1 509.5 740.1 5, 301. 4 
5. Net balance of dependent over- 
seas territories —104.0 —107.0 — 107.0 —113.0 | —120.0 | —130.0 
6. Net balance of trade and services | | 
(including dependent over- | 
seas territories 5 —1, 501.1 —1, 809.0 —1, 116.0 72 508.3 -3, 100.4 —2, 859. 7 
7. Net settlements..._............. S.A Segty PSR LA COMET Becas —149.7 Aivecees 
(ec) EPU (amount in paren- 
thesis indicates total 
EPU position) - —24.2 (-—9.8) —74.3 (—129. 0) 
(b) Other. * +40.9 : 709. 4: bocce sec. 
8. Net capital operatic ons +1, 088.9 +1, 201.1 141, 190.5 +1, 136.8 j..-..- 
9. Net balance of payments —412.2 —591.2 --j-L, 312.8 I-23 113.3. j-......-.- 
METHOD OF FINANCING 
10. Change in reserves —1, 725. 000 +776. 500 }_........- 
11. Change in pipeline 2 +368. 494 2 +408. 282 
2. Total dolls ar aid to countries in 
summary 1, 947. 706 #928. 518 
13. Dollar aid, ‘Ireland, Portugal, 
Trieste, and Sweden. | RS See SA Te 
14. Dollar aid to Yugoslavia via 
ECA 29.0 40.0 
15. Total dollar aid _- 2, 030. 820 O68. 518 





+ is use of reserves: — 
is reduction of pir 
onsists of 13 countries 
(Federal Republic 

31.518 million 


$10 million for Franc 






, Greece, Iceland, 
of this am 





» $14.3 million 


is accumulation 


for Germ 


excludes Tris 


It "Net 


any Federal Re public 





of reserves. 


rilands, 


orway, 


ia, Be a n-Luxemburg, Denmark, France, Germany 
Turkey, and United Kingdom. 

unt have been covered by an roe ance of 1950-51 funds ($4 million for Austria, 
, and $3.218 million for Italy). 
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Summary: European countries |—Estimated total imports, 1951-52 


{In millions of dollars] 





! 
| Other 
| | | } partici- 
| | Nonpar- | Other pating 
: United | a, ,o4, | Latin | ticipating} nonpar- | countries! 
Item | States? Canada | America | sterling | tic ipating and de- Potal 
| area | countries) pendent 
} | | overseas 2 
| | territories 
| | | 
(1) | (2) (3) (4) (5 (6 | (7) 8 
ietdihsinhaiie asieaeiiimmdiie ' Sele saree! 7: . 
Food and agricultural imports: | | | 
TIES Sees lag ‘ -| $628.7 | $404.8 $954.3 $981.8 $539.6 | $2,108.9 | $5, 618.1 
Feed and fertilizer... __- 221.0 | 9.5] 18.3| 60.1 124. 9 214.7 | 815.5 
Natural fibers__- 606.4 |.._- noel 379.6 | 2,248.2 515.7 | 375. 7 4, 125.6 
Other agricultural products | 262.8 | 16.8 | 118.6 ” 100. 6 | 95.5 397.6 | 991.9 


Total food and agricul- 














tural imports_-. 431.1 | | 3,390.7 1,275.7 | 3,096.9 11, 551.1 
Industrial imports: : 
Fuels_ aot a8. 4 |-....- | 39. 14.9 113.8 |} 1,007.8 1, 934. 7 
Industrial raw materials. 289.2, 373.6 | 294.2) 270.6 | 683.6 | 2,379.2 4, 290. 4 
Capital equipment_.__-___-| 452.3 | _ 2 oe Sova } 45.8 | 1,997.1 | 2, 528. 0 
Other manufactures and | 
raw materials_____._____- 133.9 | 46.4 | 37.3 163.8 | 209.3 | 2,943.4 | 3,624.1 
Total industrial imports | 1,633.8 | 452. 8 | 371.3 “449. 3 1, 142.5 | 27.5 12, 377 2 
papetincnm arti cammeae SSS. BE | | = == Ss | Se = 
Total imports_-........| 3,352.7 | | 883.9 | 2,009.1 | 3,840.0 | 2,418.2 | 11, 424.4 | 2, 928. 3 
' 





1 Consists of 13 countries (excludes Trieste): Austria, Belgium- seein Denmark, France, Germany 
(Federal Republic), Greece, Iceland, Italy, Ne therlands, Norway, Turkey, and Unite i Kingdom. 

2 All imports of crude oil and refined petroleum products supplied by United States companies and pay- 
able in dollars are entered in the United States column, without regard to area of origin. 

3 All imports of crude oil and refined petroleum products payable in European currencies are entered in 
column (7) without regard to area of origin except in the case of United Kingdom where sterling imports 
are shown according to area of origin. 

September 17, 1951. 


Summary: European countries— Estimated government budgets 


{Money figures in millions of dollars at 1950-51 prices] 


EAL K1_Ke 1951-52 as percent 
1950-51 1951-52 1950-51 
oe 
Country Govern- Govern- Govern- 
Tax | ment Budget | Tax ment Budget Tax ment 
revenue jexpendi-| deficit | | revenue expendi-, deficit | | revenue expendi- 
ture ture ture 
Austria $495 $690 $195 $472 $752 $280 95 109 
Belgium-Luxe mburg 1,405 | 1,680 275 1, 570 1,810 240 112 108 
Denmark ; ‘ . 465 447 —18 511 501 —10 110 112 
France | 6,005 7,620; 1,615 6, 385 8, O80 1, 695 106 106 
Germany dndonannea Re epublic) ).| 26,180 | 36,510 | 330 | 26,927 | 37,747 820 112 119 
0 ae * oa 312 | 574 262 303 520 217 97 91 
 "" 2Saeaeares 19 | 3}... 19 19 ; 100 100 
Italy eres 2, 080 2, 776 | 696 2, 225 3, 000 775 107 108 
Netherlands_- ‘ 1, 470 1, 480 | 10 1, 564 1, 664 100 106 112 
Norway hebow aeawd 417 389 —28 428 450 22 103 116 
Turkey iets 595 | 743 | 148 610 749 | 139 103 101 
U nited Kingdom Soe ..-| 11,360} 10,915 | isin 12, 250 13, 160 910 108 121 
Total__- . ‘ -| 30, 803 33, 843 3, 040 33, 264 38, 452 5, 188 | 108 1l4 





1 — is surplus. 
2 Includes revenues of local governments. 
3 Includes expenditures of local governments. 
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Area and population of ERP countries 


Population (thousands) 





Prewar End of 1950 








7, 100 32, 374 

&, GAD 

4, 200 

42, 700 

epubi 47, 740 

7, 970 

143 
2 G37 3, 000 27, 136 
42, 698 16, 400 116, 224 
Ss, HS4 10, 150 13, 025 
2.914 3, 280 129, 043 
rtucal 7. 8. 470 35, 414 
1 6, 297 7, 050 449, 165 
Switzer! 4, 192 4, 700 15, 83 
Purkey 17, 154 20, 900 206), INS 
Unite i Kinedon 47,494 5D, SOO 04, 20S 
Total 244, 632 273, 853 1, 638, 407 

Mid 1988 except Germany (May 1939 





Pestern Berlin w tt populat ni 40,00 
ESTIMATED PROGRAM FOR EUROPE BY COMMODITY GROUPS 


Mr. Gary. Please insert in the record at this point the table show- 
ing the program for Europe by commodity groups for fiscal year 1952. 
The table is as follows: 


Economic assistance: Europe—Estimated ECA-financed program by commodity 
yroups tor fiscal vear 1952 


Tr 








Food and agricultur 
Foo 25. 7 17.3 
Feed t 10 4.0 2 
Nats $ ie 5.0 
Other agricultt 18.4 7 
Tot ~ e ts 34.7 7.0 
F $ 195 9 17.7 
lr str 148 l 2 
Cc é yl u 
ot aI x 12 l 
i 4.3 &.0 nO 
. s 41 25 0 25.0 
Q5 6.0 i 
v prog Z. 41.0 30.0 
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Economic assistance: Europe—Estimated ECA-financed 'program by commodity 
groups for fiscal year 1952—Continued 


jIn millions of dollars] 


France and 


Germ: 
dependent iermany 


Commodity aiid (Federal Greece Iceland 
ove! seas Re yublic 
territories i 
Food and agricultural imports 
Foor 37. 5 52.6 0.2 
Feed and fertilizer ~ 
Natural fibers 15.0 
Other agricultural products 5.0 6.0 
Total food and agricultural products 20.0 $3.5 53.9 
Industrial imports 
Fuels 70.0 0 1.7 { 
Industrial raw materials 30.9 6. 2 3.3 ; 
Capital equipment y. 2 3] s 
Other manufactures and raw materials 9 1.3 
Total industrial imports 111.0 16. 5 x] 1 
Total commodity imports 131.0 90.0 62.0 2.0 
Transportation 29.0 10.0 6.0 
Total ECA-financed commodity program 160. 0 100. 0 68.0 2.0 
. Nether- : — "ugo- 
Commodity Italy . her Norway rurkey Yuge 
lands ’ z slavia 
Food and agricultural imports: 
Food 13.8 £.3 
Feed and fertilizer 1.9 Ls 
Natural fibers 25.0 17.3 14.8 
Other agricultural products 1.0 2.0 9 2.0 
Total food and agricultural products 26.0 85. 0 7.0 2.0 14.8 
Industrial imports 
Fuels 60.0 12.0 7.6 30 10. 7 
Industrial raw materials 24.4 32.3 4.5 1.3 9.0 
Capital equipment 16. 2 16. 7 t 2.4 4 
Other manufactures and raw materials__. 4.4 4.0 4 $ 1.0 
Total industrial imports 105. 0 65. 0 13.0 7.1 21.1 
Total commodity imports 131.0 100.0 20. 0 9.1 35.9 
Transportation 29.0 5.0 9 41 
Total EC A-financed commodity program 160.0 105.0 20.0 10.0 40.0 
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FRANCE 


Mr. Gary. We will now take up the country-by-country informa- 
tion. Mr. Bissell suggests that we start with France. 

In this connection we will insert in the record page 28 of the justi- 
fications at this point. 

(The document is as follows: ) 


France: Estimated balance of payments in gold and dollars and all currencies 


{In million dollars and dollar equiv: _—. 




















1950-51 | 1951-52 
‘Pepe sce ke RE Ha on | ! | 
| Total, all } Total, all 
| | curren- curren- 
is | cies (ex- | cies (ex- 
United | Total, gold | ons United | Total, gold | os 
States | and dollars | pendent | States (and dol — pendent 
| | overseas | overseas 
} terri- | terri- 
| tories) tories) 
Imports : $400 | $485.0 | $2, 500.0 | $515 = | ~ 
2. Payments for services... -..--.- i 160 | 180.0 | 638.0 225 40 | 
3. Exports. ___-. 250 325.0 | 2,405.0 | 180 388 ae. 303 
4. Receipts for services asf 150 | 160.0 | 575.0 | 140 150 | 
5. Net balance of dependent over- | | 
seas territories. _.__. | —87 —90.0 —90.0 | —113 | —~120 | —130 
6. Net balance of trade and serv- | | 
ices (including dependent | } } 
overseas territories) _ __- | —247 -270.0 | —248.0 | —493 | —495 —670 
7. Net en ta ‘ - +45.6 | lowindenhehoetl —45 [---------- 
(a) EPU (amount in paren- | 
theses indicates total | | | 
EPU position) - - 4 +45.6 | (+196. 4) deanna —45 | (—90) 
(6) Other... _-- ee Be Eee oceii eRAR EES ATS one eee ye aS? teers: 
8. Net capital operations —45 | —50.0 +241 | <p keh Dime 
9. Net balance of payments — 292 —274. 4 ‘ | — 252 —295 | 3 
METHOD OF FINANCING 
| | i 
10. Change in reserves itt .ta i 1 —210. 000 ei. cada | 14-25 tte a 
11. Change in pipeline 2 +61. 258 hee eae RiGee 1incca<ci. 
12. Total dollar aid- | ; 423. 142 ee eeeen a J. | =e 





' + is use of reserves; — is accumulation of reserves. 
2 + is reduction in pipeline. 
3 $10 million of this amount have been covered by an advance of 1950-51 funds. 


Mr. Gary. What is the population of France? 
Mr. Bisset. The population is 42.7 million. 
Mr. Gary. What is the area of France? 


Mr. Bissevu. 213,724 square miles. 
FRENCH MILITARY EXPENDITURES AND AMOUNT OF ECONOMIC AID 


Mr. Bissewu. I think, if I may, I will run through quickly, sir, for 
France, the main figures and one or two remarks on the general 
economic position. 

First, as to the job to be done. French military expenditures in 
fiscal 1951—that is, in the period corresponding to the United States 
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fiscal 1951—were $2,235,000,000. On the basis of the request before 
you under which France would receive $170 million of economic 
support for rearmament it is our estimate that their military expendi- 
tures would be some $2,600,000,000. 

Mr. Wieeieswortu. Is that $170 million on the basis of your 
original request or on the basis of the reduced figures? 

Mr. BisseLu. That is on the reduced figures, sir. On the original 
request the amount for France would have been $290,000,000. It is 
our belief that on that basis it would have been possible for the French 
to support military expenditures of $3,010,000,000. 

Mr. Gary. The $170,000,000 is military expense? 

Mr. Bissetu. No, sir. The $170,000,000 is the amount of aid 
which we now think France would receive on the basis of the appro- 
priation request before you, of economic aid. 

Mr. Gary. Of economic aid? 

Mr. Bisseuu. That is correct, sir. 

Mr. Gary. I thought you said military aid. 

Mr. Brsse.u. I meant to say economic aid to support rearmament. 

The other two figures that I gave, Mr. Chairman, were figures 
for French military expenditures that would be made possible by that. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Gary. As I understand it, the $170,000,000 is economic aid 
and does not include the military aid to France. 

Mr. Bisseuti. That is correct, Mr. Chairman, but the $170 million 
proposed of so-called economic aid would, of course, be provided only 
to make possible and to support the large French defense budget, 
the figures for which I have just given. 

I can give you, which may be of interest, an indication of the pos- 
sible breakdown of that French military budget. I have the break- 
down estimated only for the larger total, which would have been 
possible on the basis of the original authorization request. That 
larger total, as I mentiondd, was just over $3 billion. 

(Discussion off the record.) 

1 should mention in, connection with France, and indeed with all 
these countries, a point that was suggested on one of the charts that 
we had yesterday. That is that in giving estimates for the somewhat 
reduced defense expenditures of these European countries it is gen- 
erally true that the saving will have to come in their matériel procure- 
ment. Their personnel expenditures will have to be incurred unless 
they cut back their actual contributions of forces. Maintenance and 
operations costs will have to be incurred. So if I had available for 
you—which I do not at this time—a breakdown of the total of $2,- 
600,000,000 which we now estimate as more probable on the basis of 
the figure of economic aid of $170 million, that breakdown would 
show most of the cut coming in the third item of those that I men- 
tioned; that is, major matériel procurement. 

Mr. Gary. In that connection, though this is more or less a military 
question, would not the curtailment of the military equipment neces- 
sarily cut down the personnel to some extent, because they would not 
have sufficient equipment to train the personnel? 

Mr. Bisset. I think that may be, sir. My guess is that in most 
of these countries, however, their plans for raising forces will not be 
very greatly modified, and they will simply have to depend more 
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heavily on us, or put back the date by which their forces are fully 
equipped. 

Mr. WieGiesworrn. Off the record. 

(Discussion off the record.) 

Mr. WiceL_eswortns. There is only about a half billion dollars 
there for actual procurement. 

Mr. Bisseixi. That is correct, sir, although, of course, the main- 
tenance and operation includes, I] would presume, a good deal of 
procurement of items other than hardware. 

I imagine Mr. O'Hara or General Olmsted could tell you more 
fully what is included in these categories. 

Mr. WieeLesworts. That $500 million figure is on the basis of 
the $170 million? 

Mr. Bisseti. No, sir. Those add to the total of $3 billion, for 
the figures I have just given vou. $3 billion was the defense budget 
we would have hoped to achieve with the larger amount of economic 
assistance 

Mr. Wiec.teswortH. When you cut down to $170 million 

Mr. Brssety. Then the total comes down to $2.6 billion. 

Mr. WicG.esworts. Did vou say that vou thought the reduction 
would be mostly in that procurement item? 

Mr. Bissett. I think that will be the one which would have to 
take the largest proportion, the largest percentage of the cut; ves, 
sir 

Mr. WieeGieswortsh. If you take it all out of there vou will not 
have much left. 

Mr. Bissett. No. I would suppose perhaps several hundred 
million dollars of the reduction would come out of that item, and the 
rest be spread around; but these are rather hypothetical figures, still 
It Is a rood deal of a guess 

If it would be convenient I could have typed up for the committee 


members Dy ‘this afternoon a small table where | would show the aid 


A a kel : . ; 
vures and the total defense expenditures dn each ol the two assump- 
tions on whi h we fhave worked Dbecause we will Want to refer Lo those 
3 } : } 
I wil] be wiad tO have that done 


PRODUCTION CAPABILITIES 


Mr. Bisse_t. The next figure. sir. to which I wish to draw vour 
attention, is our estimates of the total production capabilities in 
France to support a military effort of the magnitude I have just 
Miicaled 

hur estimates for the fis ai vear just ended that is for 1950-51 
was a French gross national product of $27.268,000,000. It is our 
belief that on the basis of $170 million of aid that figures can increase 
and will in the current fiscal vear to a total of $28.086.000,000. That 
= s,s if mstial > That Is e1lminating an allowance 
or pric creases 

That is an increase of about 2 percent m the total production m 

French econom 

There is a breakdown which I can give vou of each of those figures 
ln the vear USI ended consumption amounted to $19.9 billion: capita 
nvestment to just over $3 billion: and the tem that is called Govern- 

purchases goods and services io $4.4 bilhon. In the new 
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year, in the current fiscal vear, it is our expectation that total con- 
sumption will show a very small increase, about 1% percent; invest- 
ment, an increase of about 2 percent; and the Government-Services 
item an increase of 15 percent. That is where most of the increase 
in the gross national product will go. That, of course, represents 
the increase in the military budget. 

| have given you the military-expenditure figures already. 

I can put into the record, sir, if you wish, a table showing the 
availability and utilization of national resources for this country for 
the 2 years. I have such a table for each of the countries. 

Mr. Gary. I wish you would insert that at this point. 

(The information is as follows:) 


_ France: Projected availability and utilization of national resources, fiscal years 1950-51 


and 1951-52 


{Millions of dollars} 


Thon Fiscal year Fiscal year Percent 

. 1950-51 1951-52 increase 
Total gross national product 27, 268 28, O86 +3 
Net foreign balance +172 +424 +147 
Total availabilities 27, 440 28, 510 +4 
Total Government services 4,435 5, 117 +15 
Investment 3, 080 3. 130 +9 
Consumption 19, 925 20, 263 +2 


JUDGMENTS ON WHICH ESTIMATES ARE BASED 


Mr. Brsseiu. I would now like, if I may, sir, before going further, 
to call your attention to the judgments that have been made for the 
figures I have just given. ° 

The judgment is that only that 3 percent of an increase can be 
realized from the past fiscal year to the present fiscal vear, given this 
very modest amount of aid. As you can see from the table on page 
28 of the appropriation document, this will represent a very sharp 
cut in aid from the preceding year, when France received some $423 
million. That, of course, is one of the factors limiting the possible 
increase in total production. That, then. is one judgment as to the 
extent to which the total economic base in France can be expanded. 


STANDARD OF LIVING 


A second judgment implicit in the figures I have just given you is a 
judgment about what it is possible to ‘do in the way of controlling or 
limiting any increase in the standard of living in France, or possibly 
even reducing it. As those figures indicate, it is our view that there 
will have to be even in terms of oo prices a small increase in 
consumption in France. The basie reasons for that I will comment 
on with these figures. 1 would like to give vou these. 

At the present time it is our belief that in France an index of per 
capita private consumption is almost exactly at the level of 1938, 
and shows no increase over that time. Therefore, any cut in the 
standard of living at this time would, of course, be a cut below the 
level achieved some 13 years ago. 

Mr. WiaeLteswortu. Have you a figure for that consumption? 
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Mr. Bisseut. I have several figures I will give you, Mr. Wiggles- 
worth. I have an index with 1938 as 100 for a number of these coun- 
tries, which stands actually just at 100 for France for the calendar 
year 1950. 

Mr. WicGLeswortn. As a matter of information, you do not know 
just what the per capita consumption is? 

Mr. Bisseuu. Yes, I think I can give you that figure, sir. 

Mr. Gary. You have taken 1938 as the prewar year? 

Mr. Bisse.ti. As the prewar year for this purpose; yes, sir. 

Our estimate is that in approximately that same period—actually, 
this is in 1950-51 and, therefore, there is a few months difference— 
that amounts to a consumption in dollars per year at current prices 
of $481. That compares with a figure of $1,300 as a comparable 
figure for the United States for the 1950-51 period. 

A few comparisons for Europe, I think, will also be useful to you. 
That figure of $481 per capita for France is about $100 per capita per 

vear below the figures for Belgium and Denmark, and is about $50 
lower than the figure for the United Kingdom. 

Mr. Gary. Those figures are based on the dollar value? 

Mr. Bisseiu. Yes, sir. Those dollar figures are, of course, a com- 
parison in terms of today’s prices. 

The per capita national income in France, which is another 
measure I can give you these figures on, is this: In terms of constant 
prices it was estimated at $512 in 1938, and a little above that, $542, 
in 1951. Those figures, as vou see, from 1938 to 1951, would 
show a slight improvement. That is in terms, theoretically, at least, 
of the constant 1950-51 prices. Of course, that adjustment is quite 
a rough one. 

Mr. Gary. Off the record. 

Discussion off the record. 

Mr. Bissett. You can see that the national income per capita has 
gone up, even though consumption has not. One of the reasons for 
that is that a good deal larger proportion of the French national in- 
come since the war has gone into capital investment, than was true 
before the war. 

I think I also have figures of the gross national product per capita. 
and they would show about the same development. 

That is the relevant evidence bearing on the general standard of 
living in France. Now I want to mention a point I touched on briefly 
yesterday in the general discussion 

Not only is this absolute standard of living just about at the prewar 
level, and, of course, very low by comparison with the United States 
standards, but as I think the members of the committee are aware, 
it is our View that income has been inequitably distributed in France 
since the war partly as a result of the inflation that has occurred and 
partly because of the nature of the tax structure. The heavy reliance 
on indirect taxes in France, and the normal consequences of a price 
inflation both have squeezed the real income and the standard of 
hving of receivers of fixed income, of industrial labor, and especially 
of most Government employees down. For instance, today the pay 
of the French armed forces is undoubtedly lower in real terms com- 
pared to the incomes of other elements of French society than was 
the case before the war. That is true of the civil service generally, 
and as I have said of all fixed-income receivers 
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Mr. Gary. As | understand it, the present inductees are being paid 
about 5 cents a day; is that not correct? 

Mr. Bisse.u. | think it is something of that sort, sir; ves. 

So in assessing the adequacy of an average standard of living at 
prewar, I think one must take into account that that inplies in fact 
for the disfavored groups a standard of living somewhat below prewar. 

Quite aside from the adequacy of the standard of living measured 
simply by how well or how badly off the average Frenchman is, there 
is a further limitation which again I referred to in general terms 
yesterday; a limitation on the power of the French Government in 
the short run, if it desired to do so, to hold down the standard of liv- 
ing lower than the figures we have here given. 

I want to repeat that in the figures | gave a moment ago I indi- 
cated our conviction that the French standard of living would rise by 
1% to 2 percent as an average from the last fiscal year to the present 
fiseal year. If the French Government desired to devote more re- 
sources to rearmament and avoid that rise in the standard of living 
it would, like any government, have to accomplish its results prim- 
arily by heavier taxes. There one runs into the limitation of the 
French tax administration and of the French tax structure. The 
French have carried forward extensive reforms of their tax admin- 
istration in the last 2 years. 

In the last half of the last fiscal year, the first half of this calendar 
year, their total tax revenue was running, I believe, about 50 per- 
cent higher than in any previous period. The French tax take is 
pretty heavy, but they still have to rely, as I have said, mainly on 
indirect taxes. It is our judgment that not only because of the 
political obstacles in their Parliament, but also because of the actual 
weakness of organization the French could not collect sizably greater 
taxes. It is, therefore, something close to a physical impossibility 
for them to hold down consumer spendable incomes by that device. 

Mr. Gary. What about the collection of taxes? 

Mr. Bissevu. I think that is where the main improvements have 
come, Mr. Chairman. I think that is one reason for the much better 
showing that I have referred to in the first half of this vear. 

But although the French are collecting a lot more taxes, they still 
cannot seem to collect a great deal more in the way of direct income 
taxes. That is the limitation. 

So, with a limitation on what can be raised in the way of taxes, 
there will, of course, be an increase in the other side of this picture. 
There will inevitably be an increase in consumer earnings; thet is, in 
their total incomes before taxes. That increase will inevitably 
result from the higher level of economic activity in France. 

On the agricultural side, as I think Dr. Fitzgerald mentioned yester- 
day in testimony, the French Government has just been compelled by 
the formula it uses to permit a very steep increase in the price of grain. 
Generally speaking food prices are much higher. Consequently 
French agricultural income is going to increase sharply in this year 
over last year. 

There have already had to be sizable wage increases which prob- 
ably have not kept up with the cost of living, so as a result of these 
inflationary pressures and what has already happened in France it is 
a certainty that French consumers will have a lot more money, receive 
a lot more money, because of the limitations on taxes, will have a lot 
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more to spend. It is for that reason that we believe there has to be 
and will be inevitably some increase in real consumption in France. 
Probably that increase itself will be poorly distributed. Most of it, 
I think, is going to go to the French agricultural community, for the 
reasons just indicated. 

That whole complex of circumstances is what has led us to the 
conclusion that it is not in fact going to be feasible for the French in 
this vear to do more rearmament at the expense of a further reduced 
or a further limited standard of living. 


TAX RECEIPTS 


Just one or two more figures. On tax receipts in 1951, the total 
tax revenue of all levels of government in France amounted to $6.9 
billion of which a little over two-thirds was the revenue of the Central 
Government. This amounted to 26.7 percent of the French gross 
national product. 

In the fiscal vear 1952, the new vear, it is our expectation that the 
total tax revenues will rise to about $7.6 billions, which will amount to 
something over 27 percent of the gross national product. 

For the vear just ended tax revenues were a larger percentage of 
gross national product than was true in the United States and there 
will probably be fully as large a percentage, depending a little bit on 
our own tax legislation, in the vear to come. So it is a misconception, 
of course, to believe that the French Government is not collecting 
very heavy taxes at the present time. 


NEED FOR INCREASE IN IMPORTS AND PAYMENTS FOR SERVICES 


I want to pass riow to figures that are more relevant to the table in 
the appropriation document. To make possible a gross national 
product, a total production in France this current fiscal vear 3 percent 
higher than in the previous fiscal vear, a total production to which I 
have already refe Pe, it is our belief that French imports and pay- 
ments for services will have to increase in the manner shown in the 
table on page 28 

Total gold and dollar merchandise imports increased from $485 
million to $570 millon, and payments for services from $180 million 
to $240 million. Those are in terms of current dollars. That is, 
they include the effects of larger physical volume and of higher prices 

Taking those figures oe the payments for goods and services 
combined, as you see the total, gold and dollars, $665 million in fiscal 
1951 and in terms of current prices the comparable figure for fiscal 
1952 is estimated at $810 million. That is the $570 million plus the 
$240 million that I have referred to. Deflating that for the increase 
in prices it would still amount to appt ‘oximately $790 million and, as 
I mentioned in a diffe rent connection yesterday, there is therefore 
about $125 million of that increase thet represents the increase in the 
volume of gold and dollar imports needed to support this higher total 
production 

I think in explaining the need for this larger total dollar expenditures 

» support enlarged total production it is perhaps best to go to the 


tables that we will need. but I think 


‘ 
two general remarks on this will be in order. 
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I want to indicate what are the principal increases in imports, 
merchandise imports, that are required from one year to the next. 
These are in terms of constant prices. There is something under a 
20-percent increase in imports of fibers. One of the largest increases 
is in imports of fuels which will have to go up by about 20 percent as 
the total from all areas. But the increase from the United States is 
very much greater and is of the order of about a 90-percent increase 
in imports of fuels. Most of that, of course, represents coal imports 
that France will need in the new vear. 

Industrial raw materials from the United States and Canada in- 
crease moderately, again by about 10 percent, and capital equipment 
by about the same amount. So the heaviest increases ip. imports are 
in fuels and raw materials, rather directly related to the increase in 
gross national product. 

GRAIN IMPORTS 


Dr. Fitzgerald, can vou make any comment on French grain im- 
ports in the 2 vears? You mentioned yesterday that the French 
grain harvest this past summer was below a vear ago and that, of 
course, will also affect French imports. 

Dr. Firzceratp. Mr. Chairman, all these data to which Mr. 
Bissell has referred were prepared before the latest reports on the 
French bread grain crop became available to us. At the time that 
these reports were prepared the assumption was that the French 
would peed no bread grain imports from the United States and $10 
or $15 million worth of feed grain imports only. 

With the reduction of approximately 800,000 tons in the French 
bread grain crop it is apparent that the requirements for bread grain 
imports on the part of the French has been substantially changed. It 
is difficult to estimate what volume of imports they will need, but my 
estimate at the moment is that before the end of the current fiscal 
vear, the French will need to import something like 500,000 tons of 
bread grains which would be worth roughly $50 million. That will 
not all have to come from this country but probably half of it will. 
And it is reported, although I have not verified this, that the French 
have already found it necessary to make purchases of bread grains 
in the United States, something that 3 months ago, since our whole 
program was developed, we had not counted on and to the extent of 
that change the data which Mr. Bissell has been discussing are that 
much in error. 

Mr. Gary. You sav that change came about in July and August? 

Dr. Firzegeraup. It came about in the last 60 days. 

Mr. Gary. When we were over there in June, the prospects were 
excellent. 

Dr. FirzGeraup. That is correct. As the crop was harvested and 
threshed, it became apparent that the vields were substantially below 
those that were earlier estimated. 

This is probably a diversion, but vou will remember that in 1949, 
when the French had a very bad drought vear and had very severely 
reduced pasture conditions in sugar beets and other crops generally, 
the bread grain crop vields were spectacularly good. The plain fact 
seems to be that a dry year in Europe and particularly in France 
results in better bread grain crops but poorer crops in other commodi- 
ties, Whereas a wet vear tends to reduce grain vields while at the same 
time making for better pasture and other crop production. 
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COAL IMPORTS REQUIREMENTS 


The other major and really difficult situation which the French have 
is the one Mr. Bissell has already referred to and that is on coal. 
In our original projection we had forecast import requirements of 
about 6 million tons of United States coal for France at a cost of 
about $66 million. That estimate is now at least 4 million tons low 
and the French will desire to import and will, if the dollar resources 
are available, import in the neighborhood of 10 million tons of coal. 
This will cost in the neighborhood of $105 million exclusive of freight. 
And the freight costs on coal are now running around $12 a ton. All 
the freight costs, of course, will not have to be paid for in dollars; but 
in addition to the $100 million cost of the coal, there is another $100 
million to $120 million in equivalent cost for freight. 

The total drain on foreign resources, foreign exchange resources of 
the French, the additional drain we earlier had estimated was some- 
thing in the neighborhood of $40 million. 

Those are the two significant commodity situations. 


POLITICAL SITUATION 


Mr. Gary. Mr. Bissell, what can you tell us about the political 
situation since the elections were held? 

Mr. Bissetu. I think not very much, Mr. Chairman, that would 
throw light on this question. The French, of course, in the fiscal 
year, their fiscal vear, which parallels the calendar year, are just now 
making up their budget for the new fiscal year and really the size of 
their military effort in the period corresponding to our fiscal vear will 
depend on the decisions that they are now in the process of taking. 
They have, of course, been able to form a government and that gov- 
ernment supports the same general policies as its predecessors. 

Mr. Gary. Is there any indication that the present government is 
going to step up this war effort at all? 

Mr. Bisse. May I answer that off the record? 

Mr. Gary. Yes. 

(Statement off the record.) 


INDUSTRIAL SITUATION 


Mr. Gary. What is the situation industrially? What workweek do 
they have in France now? 

Mr. Bisseiu. They have I believe about a 45-hour average work- 
week. Their industrial production is very high at the present time. 
It is about 45 percent above prewar, about equivalent to the average 
of Western Europe as a whole. 

Chemical industries and metal fabrication, with 1938 as a 100 
index, are up very close to 160 percent of prewar. The sharpest 
increase, of course, in the course of the last few months has been in 
those categories. 

Construction has not shown any increase but virtually all cate- 
gories of industrial production are high. I have the actual figures 
for coal, steel, electricity and various other items. I am not sure 
that you wish to take the time to go into those individually. 

Mr. Gary. No, I think it might be well to put the steel and coal 
figures in. 





name Py 


bad © 








115 


Mr. Bissevu. These are in terms of millions of tons per month. 
Their coal production is running very close to 6 million tons a month, 
or was in the middle of the summer. That compares with the annual 
rate of about 5.5 million tons a month in the last 2 years. That is 
for coal. 

Mr. WiaGLeswortH. What was it prewar? 

Mr. Bisse. I think prewar it was in the neighborhood of 5.0; by 
the way, these figures include the Saar. 

Steel production I have in thousands of metric tons per month, 
ingots and castings. That is now running about 1,050,000 metric tons 
per month. In other words, it is a little bit over 12 million tons a year. 
That compares with a monthly average for 1949 and 1950 of about 
900,000 tons a month, and a figure for 1937, prewar, of only about 
850,000 tons per month. 

1 can now give you the prewar figure on coal. It was just over 
5 million tons a month. You can see the coal production by com- 
parison with prewar is doing very well, whereas in the case of both 
Germany and Britain, my impression is that it is still below prewar. 

I will just mention one other—electricity, for which I have figures 
in billions of kilowatt-hours. The prewar figure was about 1.5 and 
the present figure is almost exactly twice that. 

Mr. WicGLeswortu. 1.5 what? 

Mr. Bisset. 1.5 billion kilowatt-hours per month. 

Mr. Gary. And it is about 3 billion now? 

Mr. Bissetu. Just about twice. Cement production—this is 
another index we have—is well over twice prewar. 

May I make one or two further remarks, in referring to the figures 
in the table before you? We have commented rather briefly on the 
need for increased imports into France. You will note that there is 
a large increase in payments for services. I believe most of that 
increase is for freight rates. This coal movement into France from 
the United States is, of course, extremely costly and that is what is 
very largely there reflected. 





REDUCTION IN EXPORTS 


In the case of France it is our expectation that dollar exports will 
actually be reduced even at current prices from the fiscal vear 1951 
level, from $325 million in the fiscal vear 1951 down to $285 million. 

Again I would like to have Dr. Fitzgerald comment on the reason 
for that but, in general, that is because French exports in the fiscal 
vear just ended included quite a lot of items of an unusual sort which 
cannot continue in the same volume. 

For instance, the French shipped a lot of alcohol over here. It is 
my understanding that a good part of those shipments came out of 
very heavy accumulated inventories and it represents a really much 
higher rate than they can sustain out of current production. That 
was industrial alcohol. 

I think perhaps Dr. Fitzgerald may want to comment on other items 
of that character. 

Dr. Firzageratp. One of the larger unexpected earnings of the 
French last year in dollars was very substantial steel shipments to 
this country, which reached two or three times the level which we 
could anticipate for the coming year ahead. The reason for that was, 
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of course, the military program in Europe lagged 6 months or so 
behind the tempo in this country and during that period, with the 
heavy demand for steel from the United States, there were many 
orders placed by Americans in France and other European countries 
which have resulted in a heavy inflow of steel during the first half of 
the calendar vear 1951. Those steel imports are tapering off very 
sharply as the domestic requirements for steel have picked up. pri- 
marily as the result of getting under way with the rearmement pro- 
gram 

Our estimates of dollar earnings from steel exports for the fiscal vear 
1952 are sharply down, about half what they were for fiscal 1951. 

Mr. Gary. You mentioned industrial alcohol. What about 
exports to this country of wines and champagnes? Have not those 
been largely « irtailed? 

Dr. Frrzcrraxn. ‘Our estimate of the total French exports of foods 
which include wines and champagnes, for the fiscal vear 1952 is now 
$15 million That figure 
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RECENT INFLATIONARY TRENDS 


Mr. Bisseti. Mr. Chairman, I think I will end these general re- 
marks with the brief comment following up what I said to the mem- 
bers of the committee yesterday on the most recent developments in 
the French situation. As I said, in the last 2 or 3 months, there has 
been a resumption of inflation domestically in France. The result 
of that is that whereas, until several months ago, France was running 
a large surplus in its trade with the other countries of Europe and of 
the sterling area, that has now been reversed and France is running : 
sizable deficit. Its exports to the rest of Europe and the sterling 
area have dropped off and its imports have gone up very, very sharply. 

Somewhat the same development has been apparent in the trade 
with the dollar area and particularly the United States. During the 
fourth quarter of 1950 France’s trading position was more favorable 
than it had been at any time since the war. Indeed, for several months 
in there, France’s total exports exceeded its total merchandise im- 
ports. But in the second quarter of 1951 that situation again changed. 
French exports leveled off and French imports increased very rapidly. 

If you take in general the trade of France with the United States, 
even by the end of 1951 imports from the United States had begun 
to rise very sharply, again reflecting, I think, this inflationary develop- 
ment within France. 

In view of this inflationary pressure, it is our view that it would 
not be in our interest to see the French attempt a defense effort greater 
than that which I discussed earlier. I have to say that I think the 
inflationary situation in France is one of the two most serious threats 
from the economic side to the accomplishment of the rearmament 
program as a whole. 


POSITION OF FRENCH IN CASE OF WAR 


Mr. Gary. Just one other question, Mr. Bissell, and this is largely 
a question of opinion. It is a question that I am asked rather fre- 
quently. What will the French do in case of war? 

Mr. Bissevu. I think there is every evidence of a resurgence of 
national feeling in France. There has been every evidence of that in 
the last several vears. I am not sure that it is necessary for me to 
go over some of the developments; Mr. Martin referred to some of 
them in his testimony the day before yesterday, of the declining cir- 
cHaton of Communist newspapers; the fact that for the last year and 

1 half the Communists have not been able to show much effective 
A etme in the labor movement as evidenced in strikes; the fact that 
although their popular vote did not decline in the last election, their 
political office holding, of course, declined very sharply. 

1 do think that if there is a further wave of inflation in France with 
destructive effects on the standard of living, especially of the industrial 
wage earners, that is going again to make possible a rebuilding of the 
strength of the Communist unions. 

To put it in another way, it is going to mean that if the Communist 
unions do undertake strike action, they will have a vigorous support 
from their membership and probably a lot of popular sympathy as 
well, instead of the lack of support from their membership and lack of 
popular sympathy which was evidenced in the last several years. 
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So my answer is, if the economic front can be held in France, there 
is every prospect I think that the French will have a growing military 
strength and an extremely high morale in their Army, and that the 
French will fight and fight very well if they are attacked. 

Mr. Gary. Is it not true also, in the case of all these countries, 
that so far as their governments are concerned, having cast their lot 
with the NATO organization, they are almost bound to fight? 

Mr. Bissext. I think that is correct; yes. 

Mr. Gary. Because if they did not and Russia should take over, 
they would be the first ones liquidated. 

Mr. Bisseuv. I think that is correct. 

Mr. Gary. That has been my answer to the question. 

Mr. Brsse.t. I also, sir, attach a great deal of importance to the 
prospective formation of a European defense force and its effect, 
particularly on the will to fight in France will be important. That is 
a case in which the French have taken a very vigorous political initia- 
tive, as they did with the Schuman plan on the economic side. It 
seems to me that it is the way in which German military potential 
can be mobilized and mobilized in a manner that will, to the French- 
man, seem to make his country safer instead of its being simply a 
menace or a threat to it. 

It seems to me that if in the next few months as now seems prob- 
able this problem of mobilizing German military strength, menbilaints 
it on terms that make it a shield to France—if that problem is solved, 
and especially if it is solved under French leadership, which is really 
I think what has happened, it is going to have a very marked effect 
on the will to resist in France and in the feeling that effective resist- 
ance is possible. 

Mr. Gary. That is being opposed, however, by both the Com- 
munists and the DeGaulleists? 

Mr. Bissevu. I know it is by the DeGaulleists; it is by both parties. 
And I think the fact that the Communists oppose it is an indication 
of the effectiveness of the move. 

(Additional statement off the record.) 

Mr. Bisse.ti. Perhaps Mr. Martin may want to add something to 
that. 

Mr. Martin. The only thing that I would add, I think, is a word 
about the French soldier as distinguished from the Government. It 
seems to me the answer Mr. Bissell gave as to the Government is the 
real answer and all the evidence that we have on the soldier, from 
those with whom we have talked, is that, properly led and with proper 
weapons, the French soldier has shown both in the Italian and in 
subsequent campaigns in Europe that he is an excellent soldier, willing 
to fight and able to fight, and that if we can give him the weapons and 
the leadership they will be as good fighting men as you can get. 

Mr. Gary. We saw French soldiers maneuver in the French zone 
of Germany. They were handling American weapons entirely and 
they appeared to handle them very well. They seemed to be well 
drilled and well disciplined and their marksmanship appeared to be 
very good. I remember that a general came to me and asked me to 
pick out a target off on the hill. The tanks were a couple of miles 
away. I picked out some bushes and they demolished them in a 
second or two. You could not see the tanks at all. They were 


entirely out of sight. They seemed to be handliag the equipment 
very well. 
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My own observations have been—they have been very limited, of 
course—that none of the countries in Europe want war. I do not 
blame them for that. We do not want war either, but if we had ex- 
perienced the horrors of war as they have, I think we would be a 
little bit more wary of war than we are today. 

But‘in the event of war 1 do not see how they can under the cir- 
cumstances, having gone as far as they have, fail to resist, provided 
we help them build up the strength to resist. I think that is un- 
questionably lacking at the present time. I do not think they could 
resist if they wanted to now. But if their strength is built up to the 
point where they feel they have some reasonable chance of with- 
standing aggression, I believe that they will. 

Had you finished your general comments, Mr. Bissell? 

Mr. BissE.u. Yes, sir. 

Mr. Gary. Mr. Wigglesworth, have you any questions? 


PROGRAM FOR ECONOMIC ASSISTANCE 


Mr. Wieeieswortn. What is the program for France in terms of 
economic assistance? 

Mr. BissE.u. It is proposed, sir, that of the $170 million some 
$10 million would probably have to be used to finance the French 
deficit in the European Payments Union. That is to say, in effect, 
to finance some of the French imports from the rest of Europe and 
the sterling area. That is done, as I have just suggested, by pay- 
ments which cover a part of that French deficit, with that central 
clearinghouse which is called the Payments Union rather than pay- 
ments for individual commodities. 

The other $160 million would be used to finance commodities and 
services as follows: 

Fibers, $15 million; other agricultural products, $5 million; fuels, 
$70 million; raw materials, $30.9 million; capital equipment, $9.2 
million; other manufactures and raw materials, $0.9 million. 

The total commodity imports—the sum of what I have given 
you—$131 million. And transportation, mainly, of course, ocean 
freights, $29 million. 

You understand that these figures are illustrative as we have 
always said in the past. 

The only comment I would make is concerning this very large fuel 
item. That is mainly coal to be shipped from the United States. 
I imagine, however, there are some petroleum products in there. 
It may be that these figures will have to be modified to allow for 
some grain at the expense of other items for the reasons Dr. Fitzgerald 
mentioned. 

Mr. Wiae.ieswortsH. Does that mean that $160 million out of 
$170 million which you now have in mind are to be devoted to the 
financing of imports from America, or their transportation? 

Mr. Bisseii. From the dollar area, sir. But the very large pro- 
portion of these in the French case at least will be from the United 
States. So far as I am aware, we have done very little financing 
lately of commodities from either Latin America or Canada for the 
French and our general policy I think will be this year to finance 
primarily items from the United States, and since the United States 
will be financing a much smaller percentage than in any previous 
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vear of each of these countries’ total imports, I would guess that there 
will only be a very few cases in which our financing will be used for 
commodities purchased elsewhere than in the United States. 


FUELS 


Mr. WiaGLeswortnu. Does that mean that in your judgment France 
needs $70 million worth of fuels which cannot be obtained in Europe 
or outside the dollar area? 

Mr. Bissett. That is not quite correct, sir. Actually it is our 
belief that the French total imports of fuels from the United States 
itself will amount to $191.8 million. That is our estimate of the 
French total imports of fuels from the United States. So that we 
would be financing in this proposal, as you see, something less than 
half. 

I can give vou, sir, if you wish, the figures for the total imports. 

Mr. WiacieswortxH. Roughly, how much could that fuel import 
figure be cut down if Germany and Britain and other countries were 
operating 100 percent? 

Dr. FrrzGeravp. Of the total of $191,000,000, about $105,000,000 
is now estimated for petroleum and the balance for coal. Petroleum 
does not all come from the United States. Most of that comes from 
Venezuela or other dollar petroleum resources. 

The petroleum has to be imported in any event. It has been 
switched in part to Venezuela because of the present close-down of the 
Abadan operations in Iran. 

Of the coal, all the requirements for Europe should eventually be 
met from European coal production, the British or the Ruhr. The 
difficulty at the moment is that industrial production in Europe 
generally has outrun the gradual increase in coal, and as a consequence 
Western Europe this year will need to import generally something like 
40 million to 45 million tons of.United States coal, of which the 
estimate for France, as indicated earlier, is some 10 million tons. 

In the short run, in this current fiscal year, if the French were to 
get more of their coal requirements from European sources somebody 
else would have to come to the United States for their marginal require- 
ments in larger volume, in a compensating volume, so if you look at 
the total requirements for Europe for United States coal, there is no 
possibility in the short run of saving, or diverting, those requirements 
to other sources of supply. 

Mr. WigGLteswortnH. Do you have a figure for the over-all coal 
requirement in Europe and the over-all present production in Europe ? 

Dr. Firzgeraup. I do not have it here. I can give you an estimate 
and correct it for the record. The total requirements of Western 
Europe for coal for the current fiscal year are on the order of 600 
million tons, of which some 40 millioa tons will need to be imported 
this year. I will correct the figures for the record. 

Mr. WicgGiesworta. That is ECA, Europe? 

Dr. Firzceratp. Yes. That is the OEEC countries, and include 
the United Kingdom, of course. 

Mr. WiaGtesworrn. It does not consider Poland, for instance? 

Dr. FirzGeraup. No. 

Mr. WigGLeswortu. What was the prewar production comparable 
figure? 
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Dr. Firzcgeraup. The production, prewar—1937-38 average—was 
about 40 million metric tons a month. The production was about 
480 million tons. 

Mr. WiaGLteswortu. It would look as though the present produc- 
tion was more than prewar. 

Dr. Firzgeratp. The present production is almost exactly at the 
prewar level. 

Mr. WicGieswortn. | thought you gave 600 million tons today as 
compared with 480 millién tons prewar. 

Dr. Firzeeraup. My 600 million figure must be high. Here is the 
chart which shows coal production. Here [indicating] is the prewar 
monthly average and here {indicating] is 1946, 1947, 1948, 1949, and 
1950, and here [indicating] are the monthly figures for 1949 and 1950 
and the first half of 1951. As you will see, the production in the par- 
ticipating countries is at about the prewar level. 


CAPITAL EQUIPMENT 


Mr. Wiaetesworrs. What is the $9.2 million for capital equip- 
ment? 

Dr. Firzceraup. The French are completing, sir, a capital invest- 
ment program of about the equivalent of $750,000,000. That is the 
dollar equivalent value of the total value. ECA’s contribution over 
the 3-year period is $148,000,000. The three principal capital equip- 
ment activities are iron and steel, which is reflected, as you will remem- 
ber in the increased output previously mentioned, petroleum refining 
and power. The $9,000,000 estimate of ECA financing will include 
items of machinery and equipment going into those previously author- 
ized expansion projects. It may be electric generators or equipment 
for the balance of the steel plants and items of that kind. 

It will be noted, however, that the total estimate requirements of 
capital equipment for this year are estimated at $72,000,000, of which 
ECA financing will be the $9.2 million to which you have referred. 
The balance of those requirements, it is estimated, will be purchased 
from their own dollar resources. 










STATUS OF COUNTERPART FUNDS 
Mr. Gary. I wonder if I could ask right here something about 
counterpart funds. We would like to have the withdrawals, the bal- 
ances, and the purposes for which they have been used. 

Mr. Bisse. I will give vou these figures as of June 30 last. I 
can probably bring those up to date, if vou wish. I am going to give 
you these in terms of converted dollar equivalent. 

This is of the so-called 95 percent counterpart to which title rests 
in the French Government. The total sum deposited through that 
time amounted to $2,296,000,000. Of that, the total approved for 
withdrawal and the total of withdrawals, amounted to $2,277,800,000. 

Mr, Gary. Those are cumulative totals? 

Mr. Bissett. Cumulative; ves. 

Of that total amount a small sum, $171,400,000—and I believe that 
was in one of the earlier years of ERP—was used for debt retirement, 
and most of the balance, namely, $1,935,300,000 is for the promotion of 
production. I could give a breakdown of that, but I will give vou 
only a few of the items at this time. 
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and utilities. _- 


Deficiency materials : 
Undistributed._............... 
Rie oak ‘ 


Housing ______. 
Public buildings. ___- 
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Health and sanitation. _..__. 

Transportation of relief packages 


Mr. Bisseuu. Yes. 
(The information is as follows:) 


transportation, 
$1,009,000,000 worth of counterpart. 


Mr. Gary. Will you insert in the record a table showing those 
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Agriculture, $190,000,000; coal mining, $340,000,000; manufactur- 
communication and 


utilities, 


Status of French counterpart funds, June 30, 1951 


Deposits in svecial account Regd 
Adjusted dollar equivalents of deposits___- 
5 percent reserved for United States_._._-. 


Balance for France __- 
USE OF FUNDS BY FRANCE 


Total approved for withdrawal 
Withdrawals € : 
Purpose of withdrawals: 
Debt retirement _- : 
Promotion of production 
Agriculture. _. : 


Land reclamation ____-._---- 
Other agricultural programs _- 


Coal mining --_....-. sat . 
Manufacturing ................... 


Primary metals-- 
EEE : 
Petroleum and coal products 
Electrical machinery -..-. --- 
Basic textiles ___- . 
Food products, manufactur- 
ing s j 
Chemicals, except fertilizer 
Stone, clay, and glass products 
Pulp, paper, and paper prod- 
| ae : : 
Rubber and rubbef products - 
Miscellaneous manufactures - 


Transportation, communication, 


Electric, 
facilities _- 
Saree 
Merchant and fishing fleet_ 
Waterways and harbors. -__- 
Roads and highway bridges 
i ay J 


Local currency 





Dollar equivalents 
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Mr. Bissetu. There are one or two other items. There is some 
$38,000,000 for deficiency materials and $150,000,000 for housing. 

Mr. Gary. How about hydroelectric power? 

Mr. Bisse.u. The electric, gas and power figure is the only one I 
have, and that is a large one, $724,000,000 of the total of just over 
$1,000,000. That is where the largest use has been. 

Mr. Gary. That accounts in large measure for the doubling of the 
capacity. 

Mr. Bisse.u. Of the French power capacity; that is correct. 

You understand, of course, that further funds have been deposited 
since that date, and, moreover, there are still undoubtedly substantial 
counterpart funds due to be deposited during the remainder of this 
fiscal year against the aid received out of previous years’ appro- 
priations, so the counterpart remaining to be disposed of will be 
considerably more than the counterpart of this year’s appropriation. 

Mr. Gary. Did you state the balance? 

Mr. Bisseui. The balance remaining at this time is approximately 
$19,000,000 worth of counterpart only; that is as of June 30. 

Mr. Gary. What about the 5 percent? 

Mr. Bisse.u. The total availability up to June 30, in France, was 
$94,400,000. Of that $51,700,000 had been obligated. $18,800,000 
of it had been obligated for administration; $17,500,000 for basic 
material development; and $15,300,000 for the information program 
in France. So, $20,300,000 had been transferred to the United 
States Treasury for the use of other agencies of the United States 
Government, and there were unobligated balances of $21,400,000 to 
make up the total of $94,400,000. 

Mr. Gary. There is not much strategic material in there. 

Mr. Bisseiu. Well, sir, as I say, some $17,500,000 had been 
obligated for that purpose prior to June 30. 

Mr. Gary. For strategic material? 

Mr. Bisseuu. Yes. 

Mr. Gary. I believe the expenses of the recent congressional 
group that went to France were paid out of counterpart funds in 
each country visited, insofar as possible. 

Mr. Bisseuu. I think that is correct. I think I might mention 
that recently quite a sizable sum of counterpart—on the order of 
$40,000,000—not of our own 5-percent counterpart but of the French 
Government’s fund—it was agreed between the French Government 
and ourselves—should be made available for part of the construction 
cost of the SHAPE headquarters, and especially canines there for 

the United States staff. 

Mr. Gary. Out of the 95 percent? 

Mr. BissE.Lu. Out of the 95 percent; yes. 

Mr. Gary. Those headquarters are now being occupied? 

Mr. Bissetu. Yes. This fund actually was, I think, entirely for 
housing contiguous to the SHAPE headquarters. 

Mr. Gary. I visited those headquarters in June. They had not 
been completed at that time. They were then under construction. 
They were nearing completion. I think they occupied them a short 
time after we left. 

Mr. BissEeLu. One of the very real problems with which General 
Eisenhower is faced, and as a matter of fact, I believe our services 
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will also face them in France, is housing for United States military 
personnel because, as you know, the housing is in very short supply 
in France, as indeed it is in most of the European countries. It has 
obviously undesirable political results if United States personnel go 
in and take a lot of housing under those circumstances. 

Mr. Gary. That is true not only of the United States personne! ; 
it is true of the entire NATO personnel, is it not? 

Mr. Bissevi. Yes, that is correct. 

Mr. Gary. The entire SHAPE personnel coming from various 
countries all have to be housed. 

Mr. Bisse... Yes, and the problem will be increasingly widespread 
at other military installations in France. 


POSSIBILITY OF IMPROVEMENT IN FRENCH PRODUCTION 


Mr. WigGLeswortH. You have shown, Mr. Bissell, that generally 
speaking industrial production is 45 percent higher than prewar, that 
agricultural production is 10 percent higher than prewar, that there 
has been a great increase in coal, steel and electrical production. It is 
nevertheless true, is it not, that productivity per man in France is 
very much lower than in this country and considerably lower than it 
was in France prewar? 

Mr. Bissett. It is certainly far lower, sir, than it is in this country. 
I am not certain that it is now lower than it was prewar. I do not 
have here available accurate data. 

Mr. WiaG.Lesworrts. In June when I was in Paris I heard a great 
deal of discussion about that particular aspect, and the opinion was 
frequently expressed that there were great opportunities for further 
over-all production if that productivity could be brought up to the 
point that it should be. 

Mr. Bissexiy. I think no doubt that is the case. I think the truth 
is, however, French productivity has always been low, certainly for 
the last 20 or 30 vears, far below our own. but we do believe there is 
a great opportunity for ar. improvement in productivity, a great deal 
of which I think could be accomplished without heavy capital 
investment. 

Mr. WiecLteswortn. The productivity rate is rot only low; it is 
limited, as you say, to 45 hours a week. 

Mr. Bisset. I think that is the present working week; ves. 


DIFFICULTY OF OBTAINING CAPITAL INVESTMENT 


Mr. WieGiesworts. There is also the obstacle, is there not, in 
the difficulty of obtaining capital within Franee under present con- 
ditions? 

Mr. Bisseuu. It is a very great difficulty, sir. Although the rate 
of capital investment in France has been very high since the war, and 
still is, a much larger proportion of gross national product than before 
the war, a very large proportion of that capital investment has had 
to be financed out of the National Government's budget, including 
a great deal of the investment in private industry. 

Mr. WicGieswortn. Because of the fact, generally speaking, the 
people are fearful of putting whatever they have into investments 
under present conditions? 
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Mr. Bisse... That is correct. There has been virtually no capital 
market in France. There has been in France, and this applies as 
well to other countries in Europe, quite a lot of reinvestment of 
earnings by business enterprises, but substantially the reinvestment 
of business earnings in the same business, together with the financing 
of investments by the central government, I suppose those two sources 
together must account for at least 95 percent of all investments in 
France since the war, and even the Government has had little suecess 
in raising funds through public loans except where the central bank 
steps in directly, or through the commercial banks, to support the 
bond market. 

Mr. WigGLeswortH. You state that the investment program is 
largely governmental and has been in the order of $750 million; is that 
right? . 

Mr. Bisseii. No, sir. I think it has been considerably more than 
that. I think that I can give you a figure for the total for the last 
several years. Gross capital expenditures have been running—and 
this is in terms of billions of franes—well, for 1949 it was 115 billion 
franes and for 1950, 110 billion frances. That is Government capital 
expenditures. Total capital formation in those 2 years was 825 
billion frances and 870 billion franes. 

Mr. WieGiteswortnH. An 850 billion francs average for the 2 years? 

Mr. Bisseuu. Yes. 


GROSS NATIONAL PRODUCT 


Mr. WicGLeswortH. What is the gross national product? 

Mr. Bissett. The gross national product in those 2 years was 79 
hundred billion of francs and 9 thousand billion in the two, respec- 
tively. 

Mr. WigGLeswortH. Roughly 10 percent? 

Mr. Bisse.u. Just exactly 10 percent of the gross national product. 

Mr. WiaecLeswortn. Will that rate prevail in the next fiscal vear, 
or is it contemplated that it will taper off? 

Mir. BisseLL. Our estimate is that it will prevail very nearly, sir. 
I can give you the figures for the fiscal vear 1951 and 1952 now in 
terms of dollars. Our estimate for the fiscal year 1951 was a total 
of almost exactly $3 billion even for public investment, publicly and 
privately financed. Actually, it was $3,080,000,000, and we expect 
that will go to $3,130,000, 000 in terms of constant prices—a very 
slight increase, in constant prices. I suppose that would be slightly 
more in terms of actual dollar amounts at current prices. The 
percentage will, | believe, be very, very slightly less, and«I think that 
[ can give you that. 

In 1951 the total figure that I just gave you was 11.3 percent of 
the gross national product, and we expect in the fiseal year 1952 it 
will decline very slightly as the percentage of the gross nationa! 
product. 

Mr. WiaG_eswortn. The estimated gross national product for 
1952 for France is roughly $28,000,000, 000. 

Mr. Bisseiu. Yes. 

Mr. Wiacieswortu. And what is the over-all revenue? What 
does the budget call for? 
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Mr. Bisseuu. I am not sure that I have those total budget figures 
here. Yes, I do. The total French budget expenditure, $8,080, - 
000,000 in 1951-52. 


MILITARY EXPENDITURES 


Mr. WicGieswortn. Of that $8,000,000,000 you anticipate that 
they will spend about $2,600,000,000 for the military? 

Mr. Bisseuu. That is correct, sir. 

Mr. WieGLeswortH. Which is something on the order of 9 percent 
for military expenditures? 

Mr. Bisse.u. I think that is correct. You mean 9 percent of the 
gross national product? 

Mr. WicG.Leswortu. Yes. 

Mr. Bisse... I think that is correct. 

For the fiscal year 1952 it will be, I suppose, about 9 percent of the 
gross national product, and the figure for 1951 

Mr. WieeLtesworts. Which would compare with our figures. 

Mr. Bissevu. Our estimate of our own figure for the current fiscal 
year is 14 percent of the gross national product. 

Mr. Bissett. We allowed for United States expenditures of 
$46.6 billion out of a gross national product of $330 billion, and that 
would work out exactly to 14.1 percent. 

Mr. Wiee_esworts. The figures that you have given are for 1952? 

Mr. Bisse.u. Estimates for the fiscal year 1952. 

Mr. WiaGieswortu. I notice in the hearings on the authorization 
bill the figure used seems to be 20 percent. It says: 

The Budget message with respect to the pending proposal points out in the 
fiscal year 1952 about 20 percent of our national product will be for military 
purposes. 

You think that too high? 

Mr. Bisseuu. I think so. Of course, the figure I have given you is 
on an expenditure basis. I imagine that yours must have been an 
obligation basis. 


NEED FOR INCREASE IN IMPORTS AND PAYMENTS FOR SERVICES | 


Mr. WicGLeswortH. Now, you state that imports must materially 
increase in the light of the contemplated military burden, and you 
have given us your estimate of the extent of the increase. Will not 
that estimated increase be less in view of a reduction already made in 
the authorization figures? 

Mr. Bisse.u. Of course, it is still our view that if it were possible to 
provide aid in the larger amount originally contemplated there could 
be a greater increase in gross national product and in military ex- 
penditures made possible by the larger increase in imports. Now, I 
can give it to you on that basis, if you desire. 

I indicated that dollar imports would rise on the basis of the 
program before you from $665,000,000 to $810,000,000. Those are 
the figures appearing on page 28 for the _— gold and dollar imports 
and payments for services combined. n the basis of the larger 
amount of aid, we believe that France goed make a total dollar 
expenditure of $960,000,000, considerably above even the $810,- 
000,000 figure. That is really a requirements figure, that $960,000,- 
000, and would require actually more than the amount of aid even in 
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the original authorization request because of changes in requirements 
since that time. 

To make very full use of French capabilities, if I may sum the point 
up, we believe that imports should increase from $665,000,000 to 
$960,000,000 rather than to the figure of $810,000,000 for goods and 


services shown here. 


BALANCE OF PAYMENTS 


Mr. Wiae.Leswortu. | wish that you would elaborate a little on 
the table appearing on page 28 of the justifications which have been 
inserted in the record. If we place minus signs before the first two 
items we come out with a net balance of trade and services, including 
dependent overseas territories, adverse to the extent of $495,000,000, 
or the equivalent. 

Mr. Bisse... That is correct. 


NET SETTLEMENTS 


Mr. WicGLeswortuH. Now, item No. 7 is net settlements. 
does that represent? . 
Mr. Bissevu. That figure represents in the case of France the 
estimated gold, or dollar payments, that France will make during the 
fiscal year to the European payments union in settlement of its trade 

with the whole of the rest of Western Europe and the sterling area. 
Now, the actual trade deficit will be very considerably lar ger than 
the figure of $45,000,000 here indicated. Our estimate is that it will 
be approximately twice that, but through the existence of the 
Payments Union each member country is able within its quota to 
finance one-half of its trade deficit on credit. In effect, that is, by 
borrowing from the Payments Union and so the $45, 000 ,000 figure 
represents simply the dollar payments France will have to make in 
settlement of the balance of its current account in that. 


What 


NET CAPITAL OPERATIONS 


Mr. WiccieswortnH. Net capital operations, $245,000,000. What 
does that represent? That is item No. 8. 

Mr. Bissety. The main item in there, sir, that makes that such a 
large positive figure is actually the dollars that France will earn as 
the result of United States military expenditures in France. It is 
for a whole variety of purposes of which infra structure is one of the 
most sizable and more than half the total will be accounted for in 
that way. 

Now, the other items that are covered in line 8, entitled ‘“‘Capital 
operations,”’ include repayments of $82,000,000 on various loans to 
the United States. That includes $30,000,000 due the Export-Import 
Bank; $22,000,000 due to War Settlements credit, and $5,000,000 on 
Maritime Commission credit. 

Mr. WieeLeswortu. Are those payments included in the net 
figure? 

Mr, Bissexu. It is a net figure and they are included. They are 
negative amounts. Then there is a $25,000,000 repayment due by 
France on loans that were made from private United States banks, 
and those items likewise are taken into account. 
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Mr. WiGGLEswortH. $82,000,000 is the total to be repaid to the 
United States? 

Mr. Bissevu. That is correct, and then there is another item that is 
included there of $8,000,000 repayment due to Canada, which is also 
a gold item, nope: om total of $90,000,000 of repayments. 

1 cannot, not at this time, but by tomorrow I will be able to supply a 
reconciled summary to show how the figure of $245,000,000 was 
arrived at, because we have had very recently to revise our figures on 
United States expenditures in France, which is much the larger item 
there, but by tomorrow I will have that. 

These repayment items do not change. 


PRIVATE CAPITAL TRANSACTIONS 


As to private capital transactions, our rough estimate has been for 
capital inflow into France, very slightly in excess of outpayments. 
The amount is $33,000,000 net, and I would imagine that most of 
that is in short-term commercial accounts, or else in the transaction 
of United States subsidiary companies there. 

Mr. WiccLesworts. That means there is in this picture, as you 
resent it, nothing contemplated by way of financing through the 
Vorld Bank, or the Export-Import Bank, from private sources or 

otherwise, except what you have just indicated? 

Mr. Bisseti. That is substantially correct, sir, in the case of 
France. 

Mr. WiccLteswortH. Why should that be the case? 

Mr. Bissett. I think the reason simply is that to the best of our 
knowledge there is not in contemplation or negotiation any French 
borrowing from the World Bank, and there are certain French projects 
with United States financing for material development in the colonies, 
but those dollar costs are included in the ECA financing and are 
covered by it. I think there is no further reason than that on the 
basis of information we have available, and no other financing is 
contemplated at this time. 

Mr. WicGLeswortu. Is there any reason why the capital equipment 
item should not be taken care of on a loan basis? Should not some of 
the other items included in the economic program be financed through 
the Export-Import Bank? 

Mr. Bisseii. Mr. Wigglesworth, it is our judgment about France, 
and indeed most of the major European countries, that they are 
already in effect loaned up to the full capacity they are likely to be 
able to repay in dollars ever the next 10 or 20 years. I am not here 
referring, you understand, to their capacity to raise the taxes to make 
payments, but to their capacity to find currency, the dollar foreign 
exchange with which to service any larger debts than they are now 
carrying. 

You will remember in the years immediately following the war, and 
before the begmning of the Marshall plan, the French borrowed heavily 
from the United States Government. I can get vou the figures on the 
French foreign indebtedness. 


GROSS DEBT 


Mr. WiccGiesworts. I was just going to ask you if you could 
furnish a table for the record which will show not only the foreign 
debt but the domestic and foreign debt. 



























129 


Mr. Bissett. I have the gross debt. 
Mr. WiaGLeswortu. I would like to have a table that would break 
it down. 
Mr. Bisse.u. I will have to break it down between domestic and 
foreign. ; 
Mr. WieGteswortn. And break the foreign down between countries. 
Mr. Bisse.u. Yes. 
(The information is as follows:) 


Gross debt: France 
[Millions of dollars] 








Total Government debt—Dec. 31, 1950._._._._-_-______-_-_________ $12, 285 
I Se alte ee ede Cae ein Ge wncwiews saccuue 2, 830 
SEES EAR tomet HONE TE Gh SLY x oy FR RCE ERAS ERE SS 9, 455 

Classification of debt by creditor currency: ma 
United States dollars (U. 8. Government)..___....._._-.-_--_--- 2, 77x 
GIST REIRSON Cea a Re a 43 
Sterling, Canadian dollars, and Swedish kroner____._..._--_____- 516 

$2, 830 


GOLD HOLDINGS, DOLLAR BALANCES AND INVESTMENTS OVERSEAS. 


Mr. Wiaeteswortu. Also give us something that will show the 
gold holdings, dollar balances, and investments overseas. 

Mr. Bisset. The gold holdings and dollar balances I think I can 
give you now. 

I will just mention one or two things. The total French Govern- 
ment debt, both American and foreign, amounts to $12,285,000,000 
in dollar terms. I do not know at the moment what portion of that 
is a foreign-held debt. 

Now, the figure of interest. France will have to make principal 
interest payments this year on United States Government loans equal 
to just under one-third of the whole French dollar earnings in the 
United States. That covers, as I said, both the current interest 
payments and the amortization required, so already the foreign ex- 
oan burden of France’s United States dollar indebtedness is quite 

eavy. 

It is our feeling—and I may say this is a statement of all the depart- 
ments of the United States executive branch concerned—that there 
is very little likelihood that France or Britain, could carry any heavier 
indebtedness than they now have, and therefore we really jeopardize 
the whole principle of trying to make further lending sound. 

Mr. Wicecieswortu. Will you furnish for the record please, a 
breakdown to cover the usual items, including the domestic and foreign 
debt, the gold holdings, the investments overseas, if possible? 

Mr. Bisset. Yes. 

(The information is as follows:) 


France: Selected economic data 


Foreign debt, Dec. 31, 1950____- Medina cas tile 47 cr alae eae se akeb ts went cs $12, 285, 000, 000 
Gold and dollar reserves, June 30, 1951____- ss ea tate SPIE i 1 877, 000, 000 


1 Excludes stabilization funds. 
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Mr. WiccLeswortn. I have forgotten whether you have touched 
on the condition of the budget. 

Mr. Bissett. I think I did not complete that statement, sir. I 
will give you this much, just to finish the main figures on the budget: 
I mentioned a total expected expenditure in dollars of $8,080,000,000. 
The total expected tax revenue is $6,385,000,000. Therefore, a 
budget deficit of $1,695,000,000 is expected, a heavy budget deficit 
during the current year. 


EFFECT OF ECONOMIC AID ON MILITARY EXPENDITURES 


Mr. WiecieswortH. I have one other question which is more 
general in character, perhaps, but I notice that when you cut down 
the economic aid by $120 million you cut down the estimated military 
expenditure by about $400 million. 

Mr. Bisse.u. That is correct, sir. 

Mr. WicG.ieswortu. Is there any general relationship, or is it a 
country-by-country question? 

Mr. Bisse.u. I think, sir, that it probably is a country-by-country 
question, but for the groups of countries as a whole the ratio, as I 
remember it, is something over 2 to 1 for the group of the six NATO 
countries, the six major NATO countries, plus Germany. In cutting 
down the aid figure for that group of countries from just over a 
billion dollars to $600,000,000, a cut of $433,000,000 in aid it is our 
estimate makes a difference of $1,273,000,000 in military expenditures. 

Mr. WicGLEswortH. Without going into too much detail, how do 
you arrive at that? 

Mr. Bissetu. We have arrived at it in this way, sir: We have tried 
to determine what measures the French Government would have to 
take to cut down its imports, to maintain its exports, and thus to 
live within thesmaller amount of aid. It is our belief that generally 
speaking it will take a budget cut of several times the magnitude of 
the desired compression of imports or compression of balances of 
payments deficit of the country in question. In France, with the 
very heavy pressure of inflation at the present time, it is our belief 
that if the balance has to be cut sterel Bama million dollars—it 
is more than that. It is a cut from about $120 million in this case. 
Actually, the foreign balance would be cut even more than the amount 
of aid. But with that degree of compression the French will have, in 
order to avoid inflation in France, to reduce their budget deficit and 
their expenditures by at least three times that amount. 

Mr. Wigeieswortu. Does it follow if that is true that we could 
get $400 million worth of military equipment by French concerns 
from the capacity available, for $120 million? 
~ Mr. Bissett. | think that ratio is just a little high, sir. I would 
think we could get perhaps $300 to $350 million at any rate. 

Mr. WiaGieswortu. In other words, for everv dollar we put into a 
French concern to make war material we get $3 worth of production? 

Mr. Bissevu. I think that is substantially correct, sir. 

Mr. Gary. Would it be also true that if it is cut further that would 
reduce the potential by the same proportion? 

Mr. Bisse.u. It is, sir. 

Mr. Gary. That the previous cut has imposed? 

Mr. Bisset. I think that is correct, sir, substantially. I would like 
to say one word in explanation, if I can, to make as concrete as I can 
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why this happens. If the French have an extra million dollars whieh 
they use to bring in an extra million dollars of imports, that million 
dollars of imports, when it gets into France, makes possible the fuller 
use and the more intensive use of the French resources, the French 
resounces of labor and of plant. Even in a certain sense if the extra 
million dollars goes for grain, which goes into the French market, 
which offsets in part the effect of larger consumer incomes, one can 
think of that grain as making possible a fuller use of French labor and 
the payment of larger incomes without inflation. 

So the key to this relationship is that when we make it possible for 
goods or services, for real resources in one of those forms, to be put 
into a country, at the same time it makes possible within that country 
a better and a fuller use of the country’s own resources. It is for that 
reason that an extra million dollars provided and used to finance the 
purchase of goods and services does make possible in these countries 
on the average about $3 million more production of goods and 
services in the country. 

Mr. Gary. We will recess until 2 ’oclock. 
Mr. Bissevtu. Thank you, sir. 







AFTERNOON SESSION 


Mr. Gary. Before we begin consideration of the United Kingdom, 
may I just ask for one more explanation in connection with France. 
Mr. Bisse.u. Yes, sir. 





BALANCE OF PAYMENTS 














RESERVES 


Mr. Gary. Referring to items 10 and 11 of the balance-of-payments 
table, the change in reserves of $25 million and the change in the 
pipeline of $100 million apparently is making up the difference be- 
tween the net balance of payments and the $170 million that you 
requested. 

Mr. Bisse.u. Well, Mr. Chairman, the figure of $25 million merely 
represents the estimate of the use of monetary reserves by France 
during the current fiscal year. We do believe that it is possible and 
appropriate that there should be some use of French reserves, that 
some part of their imports should be financed out of their reserves in 
this fiscal year. The reason goes back to the experience of the fiscal 
year just ended. Beginning last January 1 we advised the French 
Government that in view of the new situation in the world and the 
attempt, begining at that time, to provide economic aid only in 
support of rearmament, for those reasons we did not believe we could 
continue to provide France with aid on the scale contemplated for 
fiscal year 1951, and indeed, that we would wish to cut it down to an 
amount which would allow no increase in French reserves. In spite 
of a considerable cut-back in the amount of aid then contemplated 
for the fiscal year just ended there was some further increase in French 
reserves. We believe that in the current fiscal year it is quite pos- 
sible for the French to finance some of their imports with a reduction. 

Mr. Gary. What do those reserves consist of? 

Mr. Bissett. Those are mostly the gold holdings of the Bank of 
acai and the gold holdings of the exchange stabilization fund in 

rance. 


(Discussion off the record.) 
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Mr. Gary. Under this you think they should use $25 million of those 
reserves? 

Mr. Bissrevu. That is the case, sir. 

Mr. Gary. Why could they not use a larger proportion of their 
reserves? 

Mr. Bissgtu. I should think, sir, that they could in fact use their 
reserves up to a somewhat larger amount than this without serious 
difficulty; and, as I say, in fact I think they will have to use them up 
to a larger amount than this; but generally speaking I think it would 
be the judgment of all of us that we do not as a rule, save where there 
are special circumstances of the sort I have mentioned, require that. 
We believe that planning should proceed on the assumption that 
these countries will maintain their reserves approximately intact 
throughout this period of rearmament. 

I mentioned yesterday, Mr. Chairman, that the Netherlands is a 
case with a background very similar to that of France. There was 
a considerable increase in reserves in the year just ended, or a small 
increase up through last July. We believe it is perfectly appropriate 
for them to use up at least the amount of that increase. But as a 
part of the general policy of trying to maintain the economic strength 
of these countries in such a way that when the military build-up phase 
is over they can be economically self-supporting, we think they should 
not consume their monetary reserves. 

I think there is no single case of any of the Eureopean countries 
where in the judgment of the financial agencies of the United States 
Government there monetary reserves are of such a size as even to be 
really comfortable by the standards of prewar. For instance, these 
figures may be of some interest: In France the prewar reserves in 
December of 1938 were $2,952,000,000. They came out of the war 
with $775 million, substantially. That was in December of 1947. 

Those, as you see, have slowly been built up. By the way, these 
figures I have just given you are the published figures, which do not 
include the stabilization fund. So the increase since 1947 up to date 
in French reserves has been, in the Bank of France holdings, from 
$775 million to $836 million. It is a very modest increase. The 
figure of $836 million, which is the Bank of France’s official holdings, 
not including the stabilization fund, compares with the $2,952,000,000 
just before the war. One could give a number of other figures to 
prove the same point. 

Mr. WiacLteswortH. Are you saying as a matter of policy that 
you think no country which receives aid should be requested to cut 
down its reserves in any respect? 

Mr. Bissetu. No, sir. I would say, Mr. Wigglesworth, that in 
any case where a country has a comfortable reserve position we should 
expect them to use up their own reserves before they use any aid. 
Secondly, in certain specific cases, in which the Netherlands and 
France are two, and the United Kingdom is one of a different sort, 
where there have been sizable increases of reserves in the last year, 
we would think it appropriate that the countries be expected to make 
some use of those reserves during the current year; but, generally 
speaking, since none of the countries in this group fall in the category 
of having comfortable financial reserves at all, our feeling is that it is 
desirable as an object of policy to see their reserves remain about 
where they are. 
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EFFECT OF PIPELINE ITEMS ON BALANCE OF PAYMENTS 


Mr. Gary. What about the pipeline item? 

Mr. Bisse.u. The pipeline, sir, as we have used the term here, is 
defined as the difference between the funds obligated and the actual 
shipments of commodities. As you know, there is a considerable 
time lag between the issuance of a procurement authorization, which 
is the obligating document, and the shipment of the goods. It may 
range from a relatively short period of perhaps a month or so, in 
the case of commodities, to perhaps 2 years in the case of long-lead- 
time items. 

The total pipeline at any given time is the total of obligations, 
cumulative obligations, less cumulative shipments to date. During 
the current fiscal year, when funds will be obligated at a rate so far 
below the rate at which they were obligated last year, naturally that 
pipeline will shrink very sharply. 

Mr. Gary. Does this mean that you are reducing the deficit, the 
net balance of payments, by the items which were in the pipeline at 
the beginning of the fiscal year and which will be delivered during 
the year, or by the items that will be put in the pipeline during the 
year? 

Mr. Bissetu. May I answer the question in the case of France this 
way, with figures, to make it concrete, Mr. Chairman: In the case of 
France at the beginning of this fiscal year what we call the pipeline 
amounted to $327 million. That means we had already obligated 
funds in that amount to pay for things that would not physically be 
shipped except in the course of this fiscal. year or in some cases even the 
next fiscal year. At the end of this fiscal year we expect that the pipe- 
line, similarly defined, will be $227 million. In other words, that we 
will, out of the appropriation we are now requesting, have obligated 
$227 million of funds for goods which will not physically be shipped 
under after the end of the fiscal year. 

Mr. Gary. In other words, you will reduce the pipeline during the 
year by $100 million? 

Mr. Bisseitu. That is correct, sir. Another way to put it, sir, is 
this: That $100 million more goods will arrive this year that were 
paid for last year than will have to be paid for this year to arrive next 
year. Therefore, as you can see, since to be exact roughly $300 million 
of goods will arrive in France this year that are already paid for and 
only $200 million will have to be paid out against goods to arrive in the 
following year, there is $100 million of goods that will arrive this year 
and are already paid for, net. I am referring only to ECA-financed 
goods in all those statements. But it is, therefore, proper in the 
French case and in all the cases, since we have put the total required 
imports in the first line of this table, that we must make a deduction 
for that portion of those imports net that have already been paid for. 
I think that is the simplest way I can express the significance of the 
pipeline. 

Mr. WiceieswortH. That advance financing is due to the time 
essential to manufacture the commodity? 

Mr. Bisseuu. To place contracts, issue import licenses, or finance, 
Mr. Wigglesworth, and then to place orders, manufacture, and deliver 
the commodity. That is correct, sir. 
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We require under our procedures, and have since the first few 
months of ERP or Marshall plan work, that contracts should not be 
placed with suppliers in the United States under a procurement 
authorization until after the authorization has been issued. In other 
words, we have not been willing to pick up the bill for orders placed 
prior to the issuance of an authorization. Therefore, under our 
requirements there must first be a procurement authorization issued 
by us to a European government. Next, that government must 
issue some kind of subauthorization or license to a private importer 
guaranteeing him the availability of the dollars. Next, he must 
place his order and receive delivery. It is that sequence of operations 
that takes time. 

Our experience has been that our total pipeline has been the equiva- 
lent of not less than 4 months, or one-third of a year, of shipments of 
goods subject to United States financing. In other words, that we 
have, at any given moment, obligated funds to cover roughly 4 
months of shipments ahead as a result of the process. 

You will understand that that, as I have indicated, is as short as 
6 weeks or 2 months in the case of commodities and as long as 2 years 
in the case of a few items, but the average would be that. 


UNIT.sD STATES RESERVES 


Mr. Gary. What is our reserve condition, as compared with that 
of France? 

Mr. Bisseiu. I am ashamed to say I do not know offhand, sir, 
what our gold reserve is. It is over $20 billion. My impression is 
that it is on the order of $24 billion. I should know the figure, but 
I do not know it any closer, offhand. 

Mr. Gary. Would you put that figure in the record? 


Mr. Bissretu. Yes. I will find the right figure and put it in the 
record. 


(The information is as follows:) 


$21.8 billion in gold. 
$2.3 billion in silver. 


ESTIMATED OBLIGATIONS, FOR ECONOMIC AID, 1952 UNDER TITLE I 


Mr. WicGteswortu. How much of the over-all sum suggested for 
economic aid under this title will actually be obligated during fiscal 
vear 1952? 

Mr. Bissetu. We would expect substantially all of it to be obli- 
gated, Mr. Wigglesworth. At the end of the fiscal year just ended, 
of the sums allotted to countries, all but $1.4 million was obligated. 
I would expect that at the end of this fiscal year or at the end of any 
accounting period there might be somewhere between a half million 
dollars and a million dollars. 

Mr. Wiageteswortse. How much of it will be actually under 
contract? 

Mr. Bisset. I would suppose, sir, that somewhere between three- 
fourths and four-fifths would be under contract. But I would also 
expect that less than half of the goods would actually have been 
shipped physically. 
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Mr. Wieeieswortn. So that at the end of the fiscal year 1952 
there will be approximately half of the goods in contemplation to be 
shipped during the subsequent fiscal year. 

Mr. Bisse.y. At least that much; yes, sir. 

May I say this one further word, Mr. Chairman, on the matter of 
the pipeline: You will, of course, recognize that these funds, which 
at any given time have already been obligated, but against which 
goods have not been shipped, may be thought of in a sense as analogous 
to working capital. As this program of economic support is tapered 
off, the countries will, of course, out of their own resources have to 
make payments in dollars well in advance of the actual arrival of 
goods on their shores. We have not made any explicit allowance for 
that in computing the effect of this program on their monetary reserves 
but gradually, year by year, they are having in this way to tie up in 
the aggregate a good many hundreds of millions of dollars of their 
resources in this fashion. 


Tue Unirep Kinepom 


Mr. Gary. We will now consider the United Kingdom; and at this 
point we will insert page 36 of the justifications in the record. 
(The document is as follows:) 


United Kingdom: Estimated balance of payments in gold and dollars and all 
currencies 


[In million dollars and dollar equivalents] 





1950-51 | 1951-52 





| Total, all | Total, all} 
| curren- curren- 
Item | cies (ex- | cies (ex- 
United | Total, gold | “luding Total, gola| “luding 


ow Ba i . | own de- ‘ are | OWN de- 
States and dollars pendent and dollars pendent 


overseas overseas 
terri- terri- 
tories) tories) 








. Imports. , $1, 425.0 | $6,930.0 | 92: $2,010 | $8,750 
295.0 417 | 


. Payments for services. ___--_..-- 1, 253. 0 | 
et I ic iik shit hae eatend oe alan 1, 030.0 6, 185, 0 54! 1, 125 
. Receipts for services_._.......--.} 2, 512.0 | 5 - 
. Net balance of dependent over- 
seas territories. ...............- 
. Net balance of trade and services 
(including dependent overseas 
A RE tt RETR RES i 
. Net settlements 
(a) EPU (amount in paren- 
theses indicates total 
EPU position) ! 
(6) Other 
. Net capital operations 7 | +1,366.0 
. Net balance of payments +1, 042.0 


1, 497 











METHOD OF FINANCING 





. Change in reserves.............- Pee 
. Change in pipeline___......._.-- Bg Ot |} 4-+4+104.614 
. Total dollar aid_..-..........--- CaM ed | 298. 386 





1 Net position of sterling area (exluding Ireland) with Continent. 

2? Of this amount $150 million were financed by an initial debit position with the EPU. 
8 + is use of reserves; — is accumulation of reserves. 

4+ is reduction of pipeline. 
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Mr. Bisset. Since no aid is requested, Mr. Chairman, I will go 
over this rather quickly for the information of the committee. 

As I have already testified, I believe, we expect the United Kingdom 
to have total military expenditures of $3,885,000,000 in the fiscal year 
1952, out of their budget. This compares with $2,450,000,000 in 
the fiscal year just ended. As you can see, it is an increase of nearly 
$144 billion in the rate of expenditure this year over the preceding year. 

(Discussion off the record.) 

As to total production in the United Kingdom, the gross national 
product in last year was estimated at $39,680,000,000. It is, as you 
can see, by a very large proportion, the most important of these coun- 
tries economically. You will remember the figure for France for last 
year was roughly $274 billion. The figure for Western Germany is 
just slightly cae that for France. The British is very much the 

argest. 

Mr. Gary. What is the population figure for Britain? 

Mr. Bisse.u. 50,800,000 people. 

Mr. Wiac.ieswortu. That gross national product figure is for last 
year? 

Mr. Bissevu. For 1950 and 1951; yes, sir. 

Mr. WiaeiteswortH. Do you have one for this year? 


GROSS NATIONAL PRODUCT 


Mr. Bisse.u. For 1951-52 our estimate is $40,670,000,000, and 
that is in terms of constant dollars. So that represents a real increase 
of just about a billion dollars. I imagine that is about 2% percent. 


EXPECTED DECLINE IN CONSUMPTION 


The United Kingdom is one of the cases where we expect that both 
the per capita consumption—that is, a measure of the standard of 
living—and the total consumption will decline slightly measured in 
terms of constant dollars from the previous fiscal year to the current 
year. In other words, a small part of the increase in their military 
budget will come out of reduced consumption. 

Mr. WiaGiteswortuH. About how much, percentage-wise, roughly 
speaking? 

Mr. Bisse.u. It is approximately a 2-percent reduction, sir. 

The United Kingdom has very rigid controls at the present time to 
restrict capital expenditure to essential purposes. They have halted 
all commercial construction. They permit a modest amount of 
housing construction, but that is all regulated and under permit. 
They control all industrial construction and presently are trying to 
limit it to a plant expansion in the war-producing industries and in 
their export industries. Generally speaking, ever since the war the 
British have had to hold down their capital investment in this same 
way. . 

I think I mentioned yesterday that they also use a sales tax very 
drastically to restrict purchasing in the home market of consumer 
durable goods of all kinds. Most of those have sales taxes ranging 
from 66% percent to 100 percent of value. This is a policy which has 
not been so drastic all the time since the war, but in some degree it has 
continued. 
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CAPITAL-INVESTMENT PROGRAM 


Mr. Wiceieswortu. What will the capital-investment program 
run, percentage-wise, or otherwise? 

Mr. Bisse. I will give you the figure, sir. The figure is $6.8 
billion for the next year, out of the $40.7 billion. 

Mr. WiceLeswortH. That is a very high investment program. 

Mr. BisseLL. That is quite a high figure. I can give you the 
percentage. That is 16.8 percent, sir, for the 1951-52. That com- 
= you will remember, with a figure of around 11 percent for 

rance. France is one of the lowest. I would think that the figure 
for this country will probably be in the nature of 10 or 11—no, it would 
be more than that. Offhand I do not remember what our figure is 
expected to be now. 

TAXES 


On the taxes paid in Britain, the taxes in the fiscal year just ended 
for all levels of government were $12,634,000,000; 33.2 percent of the 
gross national product. That is higher than for any other country. 
It compares with a figure of a little over 22 percent for the United 
States, a figure that I mentioned this morning for comparison. It is 
higher than any other European country with the sole exception, 
strangely enough, of Austria. 

For the current fiscal year we expect that British tax collections, 
all levels of government, will run to $13.6 billion and will be 33.7 
percent of the gross national product. 

Mr. WigGLeswortH. 33.7 percent? 

Mr. Bisse.u. Yes, sir; there is an extremely high rate of taxation 
in that case. 

CONSUMPTION 


I will give you one or two figures on British consumption. On 
British consumption in the calendar year 1950 the index was about 
2 percent above 1938. The absolute figure in dollars per yaar per 
capita is $529, which compares with—again to quote the United 
States for comparison—$1,300 per capita in the United States. The 
$529 per capita in the United Kingdom for per capita consumer 
expenditures was below the figures for Belgium and Denmark. — I 
think among the countries we are here considering those are the only 
two important ones with a higher standard of living. 

The per capita national income in the United Kingdom was $560 
prewar and $598, estimated, for 1951. 

Mr. WiacieswortH. What was the prewar figure? 

Mr. Bisse... $560, but you will remember that the national income 
includes not only consumption but also capital i investment and other 
components. 

I might give you one or two more figures that have a bearing on the 
standard of living in the United Kingdom. ‘These are indexes based 
on 1948. I will give you three figures. The weekly wage rates are 
112 as of June last. That is 12 percent above 1948. The cost of 
living is 16 percent above 1948. The wholesale prices are 46 percent 
above 1948. So by and large real wage rates have gone down a little 
bit in the course of the last 3 years. The purchasing power of weekly 
earnings has gone down just a little as compared with 1948. 


138, 


I think that that figure on the wholesale prices as compared with 
the cost-of-living index is, of course, quite a significant one, because 
the wholesale price index. already reflects the devaluation of 2 years 
ago, which naturally raised many prices in terms of sterling, and it 
also reflects the post-Korea inflation. As is always true in most 
countries, these inflationary impulses appear in wholesale prices long 
before they work their way through into retail prices. I think that 
is one of the clearest pieces of evidence, that we have to expect further 
inflationary developments in Britain. 

Mr. Gary. Britain still has a scarcity in a‘great many commodities, 
does it not? 

Mr. BisseE.u. It does, sir, although they have gotten rid of a good 
deal of rationing since the war. My impression is that in the course 
of the last year, since Korea, roughly, that their greater austerity has 
taken the form greatly of more taxes, and espec sially these excise taxes 
on durable goods, restrictions on the number of things that could be 
sold in the domestic market, and so on, rather than much reimposition 


of rationing. Of course, in ‘the food field I think they still ration fats 
and oils and meat and sugar. 


Mr. Gary. They get very little meat. 

Mr. Bisse. They get very little meat indeed. They do not ration 
consumer goods, like automobiles, but there are so few automobiles 
available that the effect is very much the same. They do not ration, 
of course, housing space, but again Britain has not anywhere near 
made up for the combined effects of the population growth and war- 
time destruction. So, as is true indeed in all these countries their 
housing standards are far below prewar and there is no prospect of 
those catching up for many years to come. 


PRODUCTION 


Mr. Gary. What about production? 

Mr. Bisse.u. Production, sir, has gone up very high indeed in 
Britain. I think in this long table before you there are certain of the 
indexes. Industrial production is 157. That is 57 percent above pre- 
war. Agricultural production, gross output, is 19 percent above pre- 
war. Their total exports in volume are 80 percent above prewar, 
which is a measure, of course, of the effort they put forth in these 
last few years to make up for losses in other sources of foreign exchange 
earnings. 

Their imports—and these figures, by the way, all refer to the first 
6 months of the calendar year 1951—their imports were running just 
99 percent of their prewar volume. Actually, they were a good deal 
lower than that in the year preceding. So that in effect what the 
British have managed to do is raise their exports to 80 percent previous 
to any rise in their imports, increase their production on the average, 
I suppose it must be, 45 percent above prewar. 

Mr. Gary. What is the workweek in Britain, do you know? 

Mr. Bisseiu. No, sir; my impression is that it would be around 
45 hours. 

Mr. WicGieswortn. There is no substantial unemployment? 

Mr. Bissett. No unemployment at all; in fact, a serious labor 
shortage, Mr. Wigglesworth. As I mentioned yesterday, when we 
were discussing coal, the British mining industry particularly has been 
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plagued by a shortage of labor ever since the war. The average hours 
worked per week last October, which is the latest figure we seem to 
have, is 48.5 hours; as a matter of fact, it was a little bit lower, about 
46 to 47 hours. 

Mr. Gary. Is the Ruhr included in British production, or is that 
Germany? 

Mr. Bissett. That is Germany, sir. I think the only place where 
there is a counting of that sort is the Saar, which is counted in with 
French production, and which was included in the figures I gave on 
coal. 

Mr. Gary. You mentioned that and that is the reason I asked 
about the Ruhr, because that is in the British zone of Germany. 


IMPORTS AND PAYMENTS FOR SERVICES 


Mr. Bissevu. That is the only case of the kind that I know of. 
With that background of military effort that we hope the British will 
undertake, the total production base, as measured by the gross na- 
tional product and the need to increase that by $1 billion from the pre- 
vious year to this—with that background I would like to go to the 
figures on exports and imports, some of which appear in the table on 
page 36. To give a broad picture, I will give certain figures, as I have 
with other countries, for imports and payments for services combined. 
And these will cover total dollar imports and payments. 

In 1950-51 total dollar purchases of goods and services were 
$1,720,000,000. It is our estimate that for the current fiscal year 
that will have to rise by $700,000,000 to $2,427,000,000. That is 
measured in terms of current prices as that is corrected for the price 
increase. Those purchases will still rise from $1,720,000,000 to $2,- 
418,000,000. In other words, in round numbers, a $400-million in- 
crease in volume alone. 

Mr. WiceLeswortH. You mean that Great Britain will have to be 
up $700,000,000 over the last fiscal year for essential imports? 

Mr. Bisseiu. That is correct, sir. I think that that one sét of 
figures, with that very large increase, large not only in absolute 
terms, but proportionately much larger than the figures for France 
or, indeed, for most of these other countries—I think in that hes one 
of the important keys to the difficulties which the British are again 
experiencing with their dollar position. 

The question I ask is why is such a large increase needed? There 
are two or three specific reasons I would like to mention. 

First of all, during the 18 months following the devaluation of 
sterling 2 years ago, and most of which period—well, all of which 
period really was before Korea, the British were concentrating on their 
financial and economic problems. All of their efforts were designed 
to compress their dollar expenditures and build up their earnings. 
They therefor skimped on dollar imports in every way they could. 
You may remember, at the time of the deflation in 1949, they put 
on a great many new restrictions to limit dollar purchases. Those 
restrictions had their effect beginning some months afterwards. 

During that period, in the effort to save dollars, the British ran 
down their inventories as far as they possibly could. In effect, during 
the same time, as the committee knows, their dollar reserves were 
going up very dramatically and in effect, therefore, what the British 
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were doing for a year and a half or a year and three quarters was to 
run down their stocks of goods and build up their stock of gold and 
dollars. That is what they did. Therefore, Korea and the beginnin 
of the inflation that followed and the shortages that followed, foun 
the British with sharply depeted inventories. 

During the last summer—that is, the summer of 1950—and the 
autumn, the British immediately encountered very high prices for 
raw materials, even though many of those they buy from the sterling 
area, so it does not represent a dollar drain, but they also encountered 
very acute shortages of many materials. During that period, there- 
fore, their favorable financial position began to be reversed. But 
— so they were not able rapidly to rebuild their inventories of 

oods. 

2 At the same time, of course, as they stepped up their military 
program—and they first stepped it up by one sum in, I think, August 
or early September of 1950, and they then increased it very much 
following this past winter. As they did so and as industrial produc- 
tion and total production expanded in Britain, they found themselves 
caught with very thin inventories, and with shortages, that have 
made it difficult for them to rebuild those rapidly, and with a rapidly 
expanding consumption of raw materials in their industry. That is 
the major development that has brought about such a drastic shift in 
the British position. 

It is not the only one. - During the current fiscal year, the British 
are trying to build stockpiles in the United Kingdom. This will be, 
as I understand it, a Government-held stockpile rather analogous 
to our own. It is not, I believe, limited, however, to items the 
supply of which might be completely cut off in the event of war in 
certain parts of the world, such as tin or rubber. I believe the 
British are including probably a considerable volume of foodstuffs in 
their stockpiles, and their stockpile is in part a reserve against the 
interruption of ocean shipping. Their stockpile problem is a different 
one in that regard than our own. 

Mr. Gary. It is just as important or perhaps more important for 
them to stock food as it would be for us to stock strategic materials 
such as tin and rubber. 

Mr. BisseLu. Exactly. In the worst days of the last war the 
British had enough shipping arriving to take care of what we would 
call strategic commodities, but relatively small in volume, and the 
great strain of shipping during the last war, of course, was from the 
enormous bulk movements, notably of wheat. So that the British 
ge problem is different. But, in any event, there are doing 
that. 

Still a third development has made a big difference in these figures, 
although it is only in part reflected in the figures that I have quoted— 
well, no; I think all of it will be reflected in these. That is the effect 
of the shutting off the Iranian oil supply. That affects the British 
both in that they have less so-called sterling petroleum to sell to 
others, and they have to buy much more of their own petroleum from 
the Western Hemisphere, where they have to pay for it, or for most of 
the cost of it, in dollars. 

(Discussion off the record.) 

1 think, with that explanation, it is not so difficult to understand 
why their total payments for goods and services have to go up by 
$700,000,000 annual rate, between one fiscal year and the next. 
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I might mention, by the way, that the cost of that petroleum shut- 
down is reflected quite largely, in the table on page 36, in the payments 
or receipts for services rather than in the commodity figures. That is 
for technical reasons that I shall discuss if you are interested, but 
vou should realize that a good deal of it appears in the item for 
services. 

Mr. Gary. That is freight? 

Mr. Bissett. Mr. Chairman, it is not only that. The British 
Treasury, for a lot of complicated technical reasons, has always carried 
the earnings of their oil companies as earnings for services. A lot 
of their income from this oil and a lot of the cost of the Western 
Hemisphere oil appears in their accounting as part of the earnings or 
else part of the dollar outlay of companies like Shell and the Anglo- 
Iranian oil companies. And they happen by that statistical accident 
to be counted in the services line rather than the commodities line of 
the accounts. But I think it makes no difference in the over-all picture 
that I have sketched. 

I think those are the most important points. 


NET BALANCE OF PAYMENTS 


Mr. Gary. I notice that the net balance of payments for the United 
Kingdom is —$789 million, $700 million of which is offset by the change 
in reserves. 

EXPECTED DECLINE IN RESERVES 


Mr. Bisse.u. Yes, sir; the piepeline item here is to be explained 
exactly as in the case case of France. Just to dispose of that one, I 
should mention that the $89 million represents substantially the bal- 
ance of funds already obligated before last December against which 
shipments have not yet taken place. In fact, it does not represeut 
quite the balance. Our estimate is that even next July 1 there will 
still be some thirty-odd million dollars of funds obligated against 
which final shipment will not have been made. That is an indication 
of how long the time lag is for certain items. But that does count 
against the total import figure at the top. 

The figure of $700 million is really our present estimate, or an esti- 
mate as of the time of these figures, which would be 2 weeks old or 
3 weeks old, of the extent to which the British will have to use up 
their reserves during this fiscal year if they receive no aid from the 
United States. 

Their reserves at the beginning of the fiscal year, to give you the 
exact figure, stood at $3,867,000,000. 

Mr. Gary. At the beginning of this fiscal year? 

Mr. Bisseuu. Yes, sir. 

Mr. Gary. How does that compare with the beginning of the last 
fiscal year? 

Mr. Bissetu. As of June 30, 1950, they were $2,422,000,000. 
They had increased by $1,440,000,000 during the year. 

Mr. Gary. They increased considerably during the year? 

Mr. Bissevu. That is correct. 

Mr. Gary. So that, even with this reduction, they w ill still be more 
than they were at the beginning of the last fiscal year? 

Mr. Bissetu. Oh, yes; that is correct. I would say, referring to 
Mr. Wigglesworth’s earlier question, that in view of the very large 
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increase last year I think it is not only inevitable that British reserves 
decline quite sharply this year, but I think a sizable decline in British 
reserves is something that would not too greatly upset their economy 
and that we could perfectly well live with. 

May I make a statement off the record at this point? 

Mr. Gary. Yes. 

(Statement off the record.) 

Mr. Bisseux. A further explanation of this expected loss of reserves 
by Britain can be shown in this table by a comparison of the figures 
for the two. fiscal years in line 8, which show—the line is entitled 
“Net Capital Operations,” and you will note that in the fiscal year 
1951 we show a receipt of $1.33%s billion roughly in that line and we 
show only half as much in the fiscal year 1952. That line ‘““Net Cap- 
ital Operations” includes here the net position of the sterling-area 
pounhnes as a group, the sterling area other than the United Kingdom 
itself. 


DECLINE OF DOLLAR EARNINGS AND THE LOSSES IN THE STERLING AREA 


There is one other factor in the British financial position which I 
have not yet mentioned and which is additional to the ones that I 
have mentioned. That does not arise out of what is happening to 
the United Kingdom itself, but the dollar earnings and losses of the 
rest of the sterling area as a whole. In the fiscal year which was 
ended, during most of which there were very bigh prices for such raw 
materials as rubber, tin, wool, cocoa, which we buy very heavily from 
the sterling-area countries—during that year the sterling area as a 
whole, earned dollars net in very large volume, and those net earnings 
of dollars go into the central pooled reserve of the Bank of England, 
which is the British dollar reserve that I have referred to. 

The sharp decline in this favorable item in the next year reflects 
the expectation that the dollar position of the other sterling-area 
countries will be much less favorable. That is due briefly to two 
things. 

First, quite a lot of those very great price increases have been 
reversed; and, secondly, these other sterling-area countries like India, 
Australia, New Zealand, even the African colonies, as they saw their 
dollar earnings go up, last spring and winter, expanded their dollar 
purchases, so these other sterling-area countries are buying dollar 
goods in an amount, I suppose, of certainly half a billion dollars per 
year higher rate than they were 12 months ago. 

So that the two moves—the decline in those extremely high prices 
since the earlier part of this calendar year and the sharp increase in 
dollar expenditures—account really for the worsening of that position 
which, in turn, affects the British position. 

Mav I go off the record again, sir, in further answer to your question, 
with these remarks? 

(Statement off the record.) 


STATUS OF COUNTERPART FUNDS 


Mr. Gary. Can you tell us the situation with respect to counterpart 
funds in the United Kingdom? 

Mr. Bisseuu. This is at least very simply stated, sir. Total deposits 
cumulatively from the beginning of the ERP measured in dollar value 
have amounted to $1,756.900.069. 
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Eighty-three million dollars of that is 5-percent counterpart reserves 
for the United States. $1,673,000,000 is the balance, 95 percent of 
the counterpart. 

In other words, all but about $25 million, or $1,646,000,000 worth, 
has been used for debt retirement. That was done prior to, and the 
final transaction was made concurrently with, the termination of aid 
last November, I think it was, to the United Kingdom. There has 
been a small amount used for technical assistance. 

Mr. WieGLeswortH. You mean we were retiring debt up to 
November of 1950? 

Mr. BisseLut. We suspended debt retirement nearly a year before 
that. 

Mr. WiaeLeswortH. That was my impression. 

Mr. Bisseuu. In fact, we suspended it in about October 1949; and 
then, when we terminated aid to the United Kingdom, we agreed to 
a sizable use of most of the remaining deposits at that time for debt 
retirement. That has mostly been used, as I think ] mentioned on 
previous occasions, for short-term Government indebtedness. 

Mr. Gary. Have you got a table of expenditures at this time? 

Mr. Bissevu. Of the 5 percent? 

Mr. Gary. Of both the 95 percent and the 5 percent. 

Mr. Bisseuy. Yes, sir. I can insert that. I will give you the fig- 
ures on the 5 percent. There I mentioned that the total deposited 
as of June 30th was $83,145,000. Of, that, $2,661,000 has been used 
for administration and $1,072,000 for the information program; and 
$50,978,000 for strategic materials and materials development. There 
remains some $27,460,000 of unobligated balances. 

Mr. WicGieswortH. What happens to the $27 million under the 
95 percent? ; 

Mr. Bisse.u. The $27 million of the 5 percent continues to be 
available for administrative costs and materials development. Ac- 
tually, we could use a great deal more than that amount for those two 
purposes; mainly, of course, for strategic materials. 

Mr. Wicetesworth. What about the $25 million? 

Mr. Bisset. I cannot tell you anything more on the $25 million. 
So far as I am aware, no uses for that have been under discussion. 
Of course, that is not an up-to-date figure. There will have been 
further deposits since the 30th of June. 

Mr. Gary. It cannot be used without our consent, however? 

Mr. Bisseiy. No, sir; it cannot. I might say one more word on 
this matter of debt retirement. We discussed over a year ago with the 
British the possibility of making use of some part of this counterpart 
fund for a variety of purposes, one of them, for instance, being to 
finance some of the—this is the 95-percent counterpart—to finance 
development projects in the oversea territories, especially those that 
might yield more strategic materials. The British have consistently 
made the point that their economy has been under inflationary strain, 
and they have had such full employment of their resources that, 

therefore, a sizable sum of the counterpart funds spent as an addition 
to their regular budgeted Government expenditures would create 
greater inflationary pressure than they could stand in their economy. 

In general I think we have agreed with that judgment and we have 
consistently really for the last 4 years felt that the principal internal 
economic problem in Britain was to reduce the inflationary pressure. 
§9249—51—pt. 2——10 
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We have, therefore, suggested that they might use counterpart funds 
for items some of which—well, put it this way: that they might plan 
to spend some counterpart funds and correspondingly reduce their 
Government expenditures for other purposes. 

They have aruged, when we have put that point forward to them, 
that there would be very little chance politically speaking in Britain 
of actually being able to use: budgeted funds that were thus saved 
from expenditure, for debt retirement. They have also made the 
point that as between using budgeted funds for debt retirement and 
counterpart funds for debt. retirement, the general financial effect 
would be the same. And it is for those reasons that it was exceed- 
ingly difficult, has been extremely difficult, to make an effective case 
with the British for a positive use of these funds. 

We would not have agreed to the step which I have here described, 
except in connection with the termination of aid. But at that time, 
in effect, the only alternative we had was to leave these funds more or 
less permanently frozen, because the British would not agree to the 
spending of them for the reasons that I have outlined. And since we 
were virtually at the end of our program and had therefore very 
little negotiating power for the future, it was our judgment that 
nothing was gained by leaving a large frozen account on the books. 

Mr. Gary. Have you any questions, Mr. Wigglesworth? 

Mr. WiGcGLeswortu. I have a few. 

Mr. BisseLu. May I say further in answer to one point, we do have 
an estimate of the way in which our 5-percent balances will be used. 
In the case of the United Kingdom we expect the total that will be 
available will be $29.7 million and of that I think $23.9 million will 
be used for basic materials and $1,800,000 for the information program 
and $848,000 for technical assistance in the United Kingdom, and 
about $900,000 for administration. 


MILITARY EXPENDITURES, 1952 


Mr. Wiccteswortn. If I understood you correctly, the total mili- 


tary expenditure contemplated in the fiscal year 1952 was $3.8 billion 
or the equivalent? 

Mr. Bissevu. That is correct, sir. 

Mr. WiccLeswortu. That is considerably less than 10 percent of 
the gross national product, is it not? You gave us $40,600,000 for 
the gross national product. 

Mr. Bissett. Yes, it is less; 9.6 percent—that is right. 

Mr. WiacLteswortH. And you gave us the American figure this 
morning of 14.1 percent. 

Mr. Bissevu. That is correct, sir. 


EXPENDITURES FOR FOOD SUBSIDIES 


Mr. Wica.eswortn. How much money is the British Government 
now expending for food subsidies? 

Mr. Bissevu. I cannot answer that offhand. The total Government 
expenditure is $13,160,000,000, so that there is just a little under $10 
billion of nonmilitary expenditure. I have some information on their 
budget. I will see how much of a breakdown we have. 
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I will have to give you this, sir, in millions of pounds, if I may. 
Their total budget of expenditure is 4,655,000,000 pounds. The 
main items in that I will read off: National defense, 1,274,000,000 
pounds; interest on the public debt, 515,000,000 pounds; civil govern- 
ment, 1,581,000,000 pounds. Then there is the item, subsidies and 
current support of Government enterprises, 517,000,000 pounds. It 
is about $1,500,000,000. That item would include certainly most of 
their subsidy such as food, and it would include the losses, if any, 
of the nationalized industries. 

Mr. WiaGLeswortu. It would include those losses? 

Mr. Bisseuu. Yes, if any. I presume profits would be deductions 
from subsidies where there are profits. My impression is—and I 
will have to check this for accuracy—that the railroads are losing 
money, or the transportation system generally; that the coal industry 
is about breaking even; that they are making quite a lot of money on 
electrical utilities. I think they are still probably losing money on 
aviation. 1 cannot give you an offhand guess. 

Mr. WIGGLESWORTH. With regard to the various forms of social- 
security payments, do they appear separately, or are they included in 
the figures that you have given us? 

Mr. Bissetu. I believe they are separate from the budget. I will 
have to confirm this, but it is my understanding, as in our case, the 
proceeds of certain payroll and other direct taxes do not come as 
budgeted receipt; they go directly to meet the costs. I assume that 
in one of the items I have mentioned any net Government contribu- 
tion to the social-security system would be included. I have not 
completed the listing there. 

Grants and loans for domestic capital outlay, 518,000,000 pounds. 

Mr. WiccteswortH. What would that include? 

Mr. Bissett. That would include, I suppose, some loans to private 
industry, but they do not amount to too much in the British system. 
That is mainly capital expenditures in the nationalized industries. 
They are doing a good deal in their coal industry, and I think that 
is where the heaviest expenditures are, but there are sizable ones in 
electric power. 

There are other small items that I have not mentioned here. 
There is a war datnage item of 87,000,000 pounds, and there is some- 
thing called “expenses resulting directly from war,” of 85,000,000 
pounds, but I am afraid that I cannot explain what that is. 

Mr. WiceLeswortu. That is over 2% billion for subsidies and 
current support of Government enterprises, grants, and loans. 

Mr. Bisse.u. Yes, about $2% billion. 

I suspect the grants and loans really are of a different character. 
For instance, expansion of some of their power-generating capacity 
and modernization of their coal mines are very essential undertak- 
ings. I think there is perhaps an element of subsidy in there, but 
I think it is not large. 


SOCIAL-SECURITY FINANCES 


Mr. Wiacteswortu. Would it be possible to furnish for the record 
a breakdown that would give the social-security picture? 
Mr. Bisset. Yes. 
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(The information is as follows:) 


National insurance finances, calendar year 1950 
[Millions of pounds] 

Revenue: ! 

NIT: CARRITNN ce x dsdstscs ic agi ater al m= Sieh cb toh tm tsk alk 198 

Employees’ contributions_ 





RN Lace Mp = 8 RG SRN Pal A dg 242 
enn oc bees Seen hea lgeats 33 
Sa ns emege Sores Bec aes ie ee cody aes) 473 
Expenditure: 
Insurance funds: 
sepney aes Seen. se og Soa 275 
Sickness and maternity benefits. ____...__.___-------------- 77 
Unemployment benefits ______------ Seda es lhclacacerine bale: Cabo dk 20 
ee | EIN A ee IEE CTS Tae 14 
I os ce ee SS Re Legh PURE ete Spee 2 
i I aie oa ig te Oe wc line Rae Rie ~ BA AE ao 26 
inn INN Cn i a a oe eet i oo) ge 414 
NE EE REDE PPT OPT ee = ~igustawachis saadem Sk dea 374 
St ne IIIs orc CS Sk ne gi er te a ene care coe 788 
1 National Income and Expenditure of the United Kingdom, 1946-50, Cmd. 8203, table 24, data for calendar 


ar 1950. 
2? Budget white paper, p. 12 (1951-52); data are for fiscal year 1951-52. 


BALANCE OF PAYMENTS 
NET CAPITAL OPERATIONS 


Mr. WieGLteswortn. With reference to page 36, I see item No. 8, 
“Net capital operations.”’ Does that item include any dollar pay- 
ments to this country? 

Mr. Bissevu. It does. 

Mr. Wicateswortn. Could we have those? 

Mr. Bissevu. I will give you those approximately. These figures 
have been subject to a little revision since they were made. 

This involves capital repayment of $82,000,000 to the United 
States, which is the principal payment on the British loans. Much the 
largest item on the receipts side, as 1 have mentioned already, the 
earnings of the rest of the sterling area from the dollar area is probably 
of the order of $700,000,000 net. 

Mr. Wiecteswortu. That is a plus figure. 

Mr. Bissexu. A plus figure; yes. You will notice the item in line 
8 asa whole isa plus. The $82,000,000 repayment of principal is, of 
course, an offset. 

On private capital operations we also have in there, or had in there , 
a small plus figure of $60,000,000, and I suspect that may represent 
continued oil company outlays and similar transfers. 

Mr. WieGieswortn. Is that $82,000,000 item the only item of 
repayment to this country? 

Mr. Bisseuu. Of principal. There is also 





Mr. WiGGLesworrn. An item on account of interest. 

Mr. Bisse. I think that I can give you that ina moment. There 
is a $88,000,000 in interest payment to service the loans. That is the 
only one that I can isolate as an interest payment. 
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FINANCING THROUGH LOANS 


Mr. WiaGLeswortu. Is there anything contemplated in this picture 
in the nature of financing through the World Bank, the Export-Import 
Bank, or from private sources? 

Mr. BisseLut. There was an allowance of $60,000,000 for private 
financing, but no allowance for any financing by the Export-Import 
Bank or the International Bank. I might give you, sir, some figures 
for the whole group of countries that may be of interest to you here. 

For all countries, including the United Kingdom, there is an 
allowance for only $3,500,000 of new financing by the Export-Import 
Bank. There is a total of $14,900,000 by the International Bank, 
and the largest part of that is $8,900,000 for Turkey and $4,800,000 
in the case of the Netherlands, and a small item of $1,200,000 for 
Belgium. 

There are quite large repayments by these countries to the Export- 
Import Bank. There is a total of $99,000,000 of repayments to the 
Export-Import Bank, the two largest items being $30,000,000 for 
France and $35,700,000 for the Netherlands. There are other repay- 
ments—and I am still talking of the whole group of countries—to 
the United States Government, or other agencies thereof, totaling 
$180,200,000. That includes the British figure of $82,000,000, and 
that is the largest single figure. That means that repayments by 
these countries, gross, to the United States Government, amount to 
$279,200,000 in this fiscal year. And the only offset of new money 
going out to them is the small item of $3,500,000 Export-Import 
Bank to Turkey. Also, the $14,900,000 that I mentioned for the 
International Bank. 

Mr. Wiccieswortn. Is not Great Britain interested in loan possi- 
bilities, either through those banks or privately? 

Mr. Bisse. I think as far as the International Bank is concerned, 
the bank would be most likely to be interested in some financing of 
development in the overseas territory, and I believe such loans have 
been discussed. Of course, if those loans financed projects not already 
allowed for here so they are used to purchase goods that are not 
included in the import allowance, they could not affect the net picture. 
The International Bank has been fairly reluctant to make loans to 
metropolitan countries. 

Mr. Wiaceieswortu. I do not know the situation now, but I 
remember a year or two ago the thought was expressed in Europe that 
if things were made a little more attractive in England for private 
sources of financing in this country, it might start a very substantial 
flow of dollars to England. As a matter of fact, has there been much 
private financing in the last year or two? 

Mr. Bissevu. Very little, sir, with the exception of one heavy 
investment by the Standard Oil Co. of New Jersey through their 
British subsidiary in the Fawley refinery, and I think that there have 
been some other United States oil-company investments 





GROSS DEBT AND GOLD AND DOLLAR RESERVES 


Now, there probably have also been some other investments by 
American companies with plants in Britain. I do not know of any- 
thing like the Fawley refinery. 
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Mr. Wiec.eswortn. Could you give us for the record, as in the 
case of France, a breakdown of the United Kingdom’s indebtedness, 
both domestic and foreign, and some statement as to gold and dollar 
balances and investments overseas, by countries? 

Mr. Bisseiu. I mentioned today in the course of the testimony 
— on gold and dollar balances. But we will include that in a 
tabie. 


(The information is as follows:) 


United Kingdom 


Gross debt (millions of dollars) : 


Total Government debt, Mar. 31, 1951_..._..-.------------ $71, 000. 0° 
ee oo ee et hs eck ees 6, 141.0 
ON SED: Ieee Ce ARES er ER Oe DRE ROE LIE Ie SAL a INE 64, 859. 0 
Classification of debt by creditor currency: 

gg ii rae ee te a Aca a Saha oa ee ae 4, 730.0 
Canadian dollars__-___----- b ewe teeeh Ses US. oe se 1, 368. 0 
Belgian franes___-__-- S Sieh eG tlatmathie Skt Ge Res Balad} 2 
PTE RES LOE SES IEE AT SEE ETM, OE OO 14.0 
I a a a 8 
BES ERE TER ills ITA PRT Nat Si 25. 2 
Trinidad dollars_____-_-~- ao SSeS OSILL Jee een ce eka 2:3 
ge OMNES Loos eit ci st pba Jeers er Sy 1.0 

ME isa i aE is TE Se Ae en ing Sew. SEP SE SS AON 6, 141. 4 

Gold and dollar reserves (millions of dollars) : 
Sppeeecmne UO. oot. See aie. Fre el eee ee $2, 721.0 
Beeerreneee irs iS fees 2 eS eee on es 2, 956. 0 
PU ET i ak ee SS. cach i eee 2, 404. 0 
ee eS SRC Es Mey SaPeparetrs eerer Sa ee ee 2, 221. 0 
September 1949 (devaluation date) __.__....----_------------ 1, 794. 0 
eee Se | IR AR Fes Ri AE es OCS Ae a ht eh 2, 028. 0 
Bonne Bam. Oks es es a sk kee 3, 682. 0 
OE III 6 ork as 15, knees Ahan cis eee linda b wtiskeleiie t da neue 4, 239. 0 


Mr. Bisse.u. I do have figures for the British Government’s 
total indebtedness as in the case of France, but not broken down 
between domestic and external. The total indebtedness is $70,639,- 
000,000, domestic and foreign. 


STATUS OF U. K. BUDGET 


Mr. Wice_eswortn. Have you given us a statement on the state 
of the budget? Is it in balance? 

Mr. Bisseiu. I think that the cash budget has been balanced. 
I will refer again to the figures that I gave you a few moments ago 
and complete that. No, sir, in the current British fiscal year which 
is 3 months earlier than ours, ending next March, their estimates of 
total in pounds sterling are 4,188,000,000. Total expenditures. 
$4,655,000,000, leaving, I think, 488,000,000 pounds deficit. 

Now, there are some extraordinary revenues which I think reduce 
that. deficit to 467,000,000 pounds for the current fiscal year. 

I may say, sir, in the previous fiscal year there was a surplus of 
about 260,000,000 pounds, and in 1949 and 1950 as well there was 
also a surplus, a small one in 1950 and a larger one, 358,000,000 pounds, 
in 1949. 

e So, this is the first year since 1949 when the budget has shown a 
eficit. 
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Mr. WiccteswortH. How much military material, if produced in 
Great Britain, will result from the expenditure of a dollar? Is the 
ratio about the same as with respect to France? 

Mr. Bissetut. We have not computed that because we have not 
computed either in our original authorization request, or with the 
reduced sum, to provide any economic support in Britain. My own 
feeling would be that the ratio might be a little bit lower. 

May I refer back to my testimony this morning? 


EFFECT OF ECONOMIC AID UPON CAPACITY OF COUNTRIES FOR MILITARY 
EXPENDITURES 


I wanted to make one point about it perfectly clear. I thought 
afterward I may have misunderstood your question. When I said 
generally speaking in this group of countries, and with particular 
reference to France, that an extra dollar would make possible about 
three more dollars of military expenditure in production, I had in 
mind the concept of furnishing some additional economic support to 
the country over and above that shown im this reduced figure before 
you. 

In such a case, if one used the dollar, let us say, to finance an import 
of copper into France, I would expect that it would permit about $3 
more of military end items to be bought‘and paid for. If instead 
of using the dollar that way the $1 were used to buy military end items 
in France, there is no doubt but it would have a multiplied effect, 
but of course that extra output, extra dollar’s worth of output under 
the best of circumstances, is one of the $3, if you follow what I mean 
by that statement. 

-I think that I must enlarge on that point a bit further since it 
came up this morning. When a dollar is spent in one of these coun- 
tries for military end items to be produced there in addition to what 
the country has already been producing, quite a bit of the effect of 
that extra dollar may be dissipated in additional imports that are 
needed. 

Furthermore, it may have rather different effects on the budget 
of the country than if it is furnished as economic aid. So, generally 
speaking, I would say that a dollar spent in one of these countries 
will have a lot more than $1 of effect, but I think it would have per- 
haps a somewhat lesser effect on military production and expenditure 
than if it is used to finance imports directly. 

Returning to your question about the United Kingdom, I think 
that I theught the multiplied effect would be somewhat less there 
than at least in most of the countries of the Continent. 

Mr. WieeLteswortu. The multiplied effect in most of the countries 
being about 1 to 3. 

Mr. Bisseuu. Yes. 

Mr. WiecLteswortH. And the multiplied effect in the United 
Kingdom you do not know. 

Mr. Bisseuu. I would not know. 

Mr. WiacLteswortH. But somewhat less. 

Mr. Bissetu. A good deal less, and the reason is, as Mr. Martin 
mentioned this morning, that the British economy, more than any 
of those on the Continent except perhaps a small country like Norway, 
is really working to capacity. There is very, very little room for 
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additional production even if the financing of that production were in 
sight. There is some room, there is almost always a little more give. 
It is possible to work a little more overtime; to work a few more 
multiple shifts, but there is not very much more room. Frankly, I 
am therefore very doubtful as to whether, even if we wanted to spend, 
say $100,000,000 in buying additional military equipment in Britain 
next year, it would be possible to place $100,000,000 of contracts that 
would be truly additional to those that would have to be placed by 
the British Government for its own uses under its present program. 
I think the British economy is just as tight as that. 

Mr. WiacGLeswortH. With existing facilities. 

Mr. Bissett. That is correct. I would like to give another 
example. If we were to go in there and place $10,000,000 of contracts 
with the British automobile industry, converting their facilities, and 
if that had an equivalent effect on the production of automobiles, then 
$8,000,000 worth of those automobiles would be cut right out of the 
British exports, so there would be one very concrete example of where 
$10 spent in Britain for extra military production would immediately 
and automatically cut $8 or 80 percent of the amount off their export 
earnings. Ina case like that, as you can see, there is very little room 
for a multiplied effect. 

Mr. WiceLeswortH. That last observation is all based on existing 
facilities? 

Mr. Bissevu. That is correct. 

Mr. WiaG.ieswortn. As distinguished from expanded facilities? 

Mr. Bissevu. That is correct. 

Mr. Wiaciesworts. I have no more questions. 


Fripay, SEPTEMBER 21, 1951. 
COAL PRODUCTION 


Mr. Gary. The committee will please come to order. 

Mr. WiecieswortuH. Before we take up another country, I would 
like to get on the record the coal picture in the United Kingdom. 

Dr. Firzceraup. I have that here. The estimate for 1951-52 of 
coal production for the OEEC countries is 486 million tons; that is 
metric tons. The comparable figure for 1937 was 492 million. Ex- 
ports for the year 1951-52 out of the OEEC area are estimated at 2 
million tons as compared to 24 million tons in 1937. 

Imports for 1951-52 are estimated at 46 million as compared to 
9 million in 1937. 

That makes a total supply of 530 million for the current fiscal year 
as compared to 477 million in 1937. You understand that the 46 
million figure of imports is an estimate at this time. 

Mr. Wiec_esworts. That is for how many countries? 

Dr. FrrzcGeraup. That is for the 17 OEEC countries. 

Mr. WicGieswortn. Do you have a figure for the United Kingdom 
separately? 

Dr. Firzcerap. Yes, sir. For the United Kingdom, prewar pro- 
duction, 230,600,000. The estimate for 1951-52 is 221 million. 

British exports prewar were 38.8 million and estimated for 1951-52, 
7.2 million. 
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The production, as you can see, for 1951-52 was slightly below 
9 million tons prewar and the exports are down about 31 million tons, 
which means that consumption is up about 22 million. 

Mr. Wiecieswortu. Thank you. 


ITALY 


Mr. Gary. Mr. Bissell, we will now take up Italy and in this con- 
nection we will place in the record at this point page 32 of the justifi- 
cation, 

(The matter referred to is as follows:) 


Italy: Estimated balance of payments in gold and dollars and all currencies 


{In million dollars and dollar equivalents] 





1950-51 | 1951-52 





} | 

| Total, all | Total, all 

| curren- | | | curren- 

| cies (ex- | cies (ex- 

| United | Total, gold | poms J | United | Total, gold a 
States | and dollars pendent:| States | and dollars | pendent 
Overseas | overseas 

terri- | } | terri- 

tories) | tories) 





. Imports 0.0 | $490.0 $1, 625.0 | 540. | $1, 775.0 
2. Payments for services... ...-..._| hs 124.8 | 301. 6 36.9 | 346.1 
. Exports. .__- ; 0} 5.0 | 1,465.0] 1, 614.0 
- Receipts for services 3 | 92.2 | 446.6 
5. Net balance of dependent over- ‘ 
seas territories._..............-] 
3. Net balance of trade and 
services (including dependent | 
overseas territories)... .......- | 
~ Net sestiemernts. 2.0... 5-2}. 
(a) EPU (amount in paren- | 
theses indicates total 
EPU position) __...-..|-- 
(b) Other } 
s. Net capital operations 
. Net balance of payments 


METHOD OF FINANCING 


. Change in reserves_._____- 


. Change in pipeline. - 
2. Total dollar aid_- 


1 +4, 000 |. 
2 +35. 040 


236. 760 





+ is used of reserves. . 
+ is reduction of pipeline. 
3 $3.218 million of this amount have been covered by an advance of 1950-51 funds. 


Mr. Gary. Have you got the population figure? 
Mr. Bissevu. Yes, sir. The population as of the end of 1950 was 
46,704,000. That compares with 42,978,000 before the war. 


MILITARY EXPENDITURES 


It is our belief that if the full capabilities of the Italian economy were 
developed it would be possible for Italy to support military expendi- 
tures of just over a billion dollars in the current fiscal year; but on 
the basis of the appropriation request that is before you, our estimate 
would be that those expenditures will be about $800 million. Even 
that figure is, of course, considerably larger for fiscal 1951 when 
expenditures were at the rate of $650 million a year. 
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Mr. Gary. In connection with all those figures, however, Mr. Bissell 
it is true that they can get more from the $800 million than we could 
get from that amount in this country, because, for instance, of the 
difference in Army pay? My recollection is that they are paying their 
soldiers about 15 cents a day. 

Mr. Bisse.u. I am sure, Mr. Chairman, that what you say is true 
if you take the total. 

(Discussion off the record.) 

However, in the whole field of major matériel procurement, as one 
of the witnesses mentioned yesterday, I believe the experience is 
that in spite of much lower wage rates in the European countries the 
cost of major material items averages at least as high as the cost of 
the same items in the United States. 

Mr. Gary. My recollection is that Italy has a very unusual system 
in the pay of their Army. It seems to me, that a man is paid a very 
small amount until he has been in the Army for something like 8 
years, and then he becomes a regular soldier and they pay him about 
$40 amonth. Am I right about that? 

Mr. O’Hara. They had a career service in many of these countries, 
which gave them a highly competent noncommissioned officer group. 
Before the war Italy was one of them. They did pay a substantial 
rate to those men. All of them are under their needs in that respect 
now, with the possible exception of the United Kingdom, 

(Discussion off the record.) . 

You will note, even with those optimistic and as we now believe 
unrealizable figures there was not very much increase in personnel 
expenditures and that, of course, is because of the treaty limitations 
of the size of the Italian forces. The main increase would have been 
in major matériel and were it possible to realize that increase Italy 
would have been spending more on that category than any of the 
other countries with the exception of France and the United King- 
dom. There would, of course, also have been heavier expenditures 
in Germany. 

Those figures give a rough definition of the military task that we 
believe it is within the capability of the Italian economy to undertake. 

Mr. WiaGiesworrs. Regardless of the treaty limitations? 

Mr. Bissetu. This is within treaty limitations. 

Mr. WiccLesworrn. It is within treaty limitations? 

Mr. Bisse.u. That is correct, sir. But I would say, Mr. Wiggles- 
worth, that naturally any appraisal of economic capabilities is not 
affected or is not significantly affected by the treaty limitation. 
Probably the removal of that limitation would yield a different dis- 
tribution of these expenditures. It is not perfectly clear that it 
could yield a larger total. 

(Discussion off the record.) 


ECONOMIC BASE AND TOTAL PRODUCTION 


Mr. Bissetu. Turning now, if I may continue, to the economic base 
and total production, Italy, as the members of the committee, I think 
are aware, is a country in whichethere has been heavy unemployment 
ever since the war and continues to be and in which at any rate until 
very recently there has been also unutilized industrial capacity. 
It is therefore. possible in Italy to achieve under the pressure of 
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rearmament one of the largest percentage increases in total production 
that is possible among any of these countries. 

In 1950-51 the Italian gross national product was $15,200,000,000. 
We expect that that can go to $15,880,000,000 on the basis of the aid 
figure that is before you, and that it would have been possible to go 
up to just over $16 billion with the larger aid figure originally proposed. 

The increase in gross national product, in total production therefore, 
will be soasinenlte greater than the increase in military expenditures 
alone and there will have to be in Italy, we believe, a significant increase 
in consumption, in the total demands on the economy to supply 
consumer goods and meet the needs of the consumer from year to year. 

For 1951 total consumption was $11.3 billion and we expect that 
will go up to $11.8 billion. I think in the case of Italy it is especially 
important to make clear to the members of the committee why we 
believe that so much of the increase in Italian production must, in 
effect, go into a higher standard of living. The reason is that as a 
result of the increase in production and the improved demand for 
goods, it is to be expected that there will be much fuller employment 
of labor in Italy, both a larger total number employed, more full-time 
employment and more effective use of labor already carried on payrolls. 

A result of that inevitably will be an increase in wage payments 
and consumer income simply because when an Italian who has been 
living on a part-time wage or on relief acquires a job, naturally his 
income is greatly increased and he wants immediately among other 
things to take advantage of it to improve his diet and, generally 
speaking, to raise his level of consumption. 

So that even though we have allowed in here for very little improve- 
ment in the standard of living of those already fully employed, this 
is one of the countries in which there is bound to be a significant 
increase in total consumption which will show up as an improvement 
in the average standard of living, and reflected in the improved 
position of individuals who are more fully employed, as I have just 
indicated. 

On the whole, of course, there is perhaps more reason to hope for 
some further improvement in the standard of living in Italy than in 
most countries of Europe, because their standard of living is, in 
absolute terms, one of the lowest. 

By comparison with other countries, for that purpose I will give 
you the estimate of per capita consumption. In 1950-51, the estimate 
for Italy was $245 per person as compared, not only with a figure of 
$1,300 for the United States, but with such figures as $529 for Britain, 
$481 for France, $550 for Belgium. So the standard of living in Italy 
is less than half that in Belgium, the United Kingdom, the Seandi- 
navian countries, and it is just about half the standard of living in 
France. It is far below that in Germany. Only in Greece and Austria 
and I suspect, although I do not have the figure before me, in Portugal, 
is there as low a standard of living in any of the countries that are 
here under consideration. 

By comparison with prewar, the comparison is somewhat similar. 
In 1950-51 it is our estimate that the standard of living was just about 
at the prewar—that is, 1938—level in Italy, possibly 1 percent higher. 

I think those are the most important figures I wish to mention in 
that connection. 
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Mr. Gary. Are those prices as between prewar and postwar 
adjusted? 

{r. Bissett. The comparative figures we have, the only ones that 
compare prewar and postwar are indices and they have to be in order 
to have them adjusted for price changes. So when I say the Italian 
standard of living or the French is approximately at the prewar level, 
that estimate I think is computed by taking per capita consumption 
in dollars for the two periods and then adjusting for price changes. 
Actually if it were possible to examine in more detail the components 
of this standard of living index we would find I think in most of the 
European countries that as to certain of the components, possibly in 
diets, probably in the consumption of such items as textiles and 
shoes—that is, soft goods—the European consumer is a little better 
off than prewar. In other items such as housing, which I think is 
the most important, the European consumer almost everywhere is 
still far worse off than prewar. So that this sort of figure reflects, 
as I say, some net improvement in certain directions but still a failure 
to achieve prewar standards in others. 

In connection with the Italian standard of living and the reasons 
for our belief that some of the increased production of the Italian 
economy of this year will have to go into an increased standard of 
living, I also want to mention tax revenues. 

In 1950-51 total tax revenues for all levels of government in Italy 
were $3,453,000,000, which was 22.7 percent of gross national product. 
It happens to work out at exactly the same percentage as that which 
we have for the United States for the fiscal year just ended. 

For the present fiscal year our estimate for tax revenues is $3,- 
834,000,000 which will be a slightly higher percentage, 24 percent of 
gross national product and again, for comparative purposes, our 
estimate is that in this country the comparable ratio will be a little bit 
above 26 percent. 

That means in other words that the Italian people in spite of their 
enormously lower per capita income are taxed in the aggregate 
percentagewise about as heavily as we are taxing ourselves in this 
country. That is an exceedingly heavy tax burden, indeed. 

The Italian Government did actually pass through the parliament, 
I think it was about 6 months ago, a rather comprehensive fiscal 
reform measure, as the result of several years’ work. The effect of 
that on both the total of tax revenues and the distribution ofjtax 
burden will be felt, but only fairly gradually. 

Part of the increase in tax revenues, too, we hoped, will be achieved 
in the current fiscal year, but only a small part of it will be due to 
this measure. Briefly, the situation in Italy in this respect is quite 
parallel to that in France. It will still be true in this fiscal year, in 
the months immediately ahead, that long-standing weaknesses in the 
tax structure, the heavy reliance on indirect taxes, the fact that the 
tax burden therefore bears rather inequitably in Italy, the consider- 
able magnitude already of the tax burden—all of these circumstances 
we think sharply limit the extent to which the Government can hold 
down the standard of living in this year by still more drastic use of 
the tax weapon. 

So that looking both at the Italian standard of living in relation 
to the needs of the people, looking at the probable course of con- 
sumer incomes and the urgent need to avoid an inflationary demand 
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for goods unmatched by any supply of consumer goods, and looking 
at the tax structure and the tax Randel by all of those tests it is clear 
that consumer income, after taxes, will go up, is rising as economic 
activity increases, and that actual consumption of goods and services 
will have to rise and will have to absorb quite a slice of the increased 
total production of the Italian economy. 


CAPITAL INVESTMENT 


Now I will mention briefly what is happening to capital investment 
in Italy. In 1950-51 the total amount of investment was—this is 
gross investment—was $2,130,000,000 or 14 percent of the gross 
national product. We expect on the basis of the figures before you, 
the reduced aid figures, that this will rise very slightly, in absolute 
terms, to about $2,170,000,@00 in fiscal 1952 which will be, however, 
13.7 percent, a little smaller share of the total production of the 
country. 

I mentioned I think yesterday in my general testimony that Italy 
is one of the cases where we feel that a good deal of investment, 
especially in southern Italy, even that not directly related to military 
production, must be continued. 

When I say ‘‘must,’”’ I have in mind expressing at least a judgment 
as to what is in interest in this matter. The kind of investment we 
think is particularly important is in some agriculture, reclamation, 
irrigation, and the like, and some of the projects for industrialization 
in southern Italy. For the most part, in northern Italy and central 
Italy it is our view that investments should be limited to the armaments 
industry and industries that directly or indirectly contribute thereto, 
such as ports, transportation, electric power, and the like. That, 
then, is the picture of those two items. 


NEED FOR INCREASE IN IMPORTS AND PURCHASE OF GOODS 
AND SERVICES 


Now, I would like to pass the foreign trade situation as we ex- 
pected it to be affected by these internal developments. I have so 
far mentioned the magnitude of the defense burden we thought was 
within the capabilities of the Italian economy, the increase in total 
production, that is, the expansion of the economic base necessary to 
support that increased military effort, and 1 now want to speak 
briefly of the expansion of total imports that we think will be necessary 
if the larger total production is to be achieved. 

In 1950-51, the figures we now have for purchases of goods and 
services for gold and dollars, in the table before you, show $615,000,000. 
We believe that that will have to increase to $677,000,000 in the 
current fiscal year. If one deflates that figure for the current fiscal 
year to eliminate the effect of higher prices it will be some $661 ,000,000. 

That figure would still, even if deflated to remove the effect of price 
increases, stand at $661,000,000, or an increase of approximately 
$46,000,000 in the volume of goods and services to be purchased for 
dollars in the fiscal year 1952 over the fiscal year 1951. 

Mr. WicGiesworta. $46,000,000? 

Mr. BisseiL. Yes; approximately $46,000,000, eliminating the effect 
of higher prices, and the increase is $62,000,000, allowing for the 
effect of higher prices. 


156 


Mr. Gary. Did Italy receive any appreciable benefit from the 
tourist trade during the Holy Year? 

Mr. Bissetu. Yes. It had a very good season and te tourist 
earnings were larger in 50-51. Tourist earnings amounted to about 
$46,000,000, estimated, which of course is a very sizable item in their 
whole balance of payments. 

We believe in 51—52 it will be slightly lower. The estimate we have 
is $41,000,000 for the total tourist earings. 

Just to finish this reference to the figures, there is of course an offset 
to this increase in imports from fiscal year 1951 to 1952. The in- 
crease in exports or sales of goods and services for dollars is from 
$417,000,000 up to $446,000,000, so there is an increase there of just 
under $30,000,000 in the dollar earnings anticipated. 

Those are the figures here stated. 


CURRENT ECONOMIC CONDITIONS IN ITALY 


I would like to add, by way of completion of this opening statement, 
06) or two general reports on the current economic conditions in 
Italy. 

The Italian industrial production expanded very rapidly in the 
first half of the calendar year 1951, that is, toward the end of the 
previous fiscal year. Italian industrial production i is now about 40 
percent above prewar. It is, of course, a great deal higher than at 
any time in the past. 

Steel production in Italy is not large by the standards of other 
countries, but it was running, in the middle of 1951, at the rate of 
about 275,000 metric tons of; ingots and castings per month. 

For the year 1950 as a whole the rate was under 200,000 tons, so 
that is, as you can see just from the average of 1950, an increase of 
35 percent. 

Electricity production in billions of kilowatt-hours per month: The 
total is now up to about 2% billions. In 1938 the figure was 1} billion, 
and for 1950 as a whole it was just about 2 billions. 

The wet spring and summer that Dr. Fitzgerald referred to have 

ust injured the grain crop have contributed to these developments. 
What has meant that hydropower generation is at a record level. You 
may remember that two years ago the Italians had a drought which 
was rather good for their grain crops, but gravely interfered with 
industrial production. We are getting just the reverse phenomena at 
this time. 

FOREIGN TRADE 


In the actual recent record of foreign trade, the pattern is one that 
rather repeats what I have said about a number of countries. In the 
latter months of the calendar year 1950 the boom in the world gener- 
ally, and especially of course the inflationary boom in this country, 
made possible a very rapid increase in Italian exports. In terms of 
value they rose to a level nearly twice the 1947 rate, and I suppose 
about 15 or 20 percent above the average for 1950. 

Mr. Gary. What were the chief items of those exports to this 
country? 

Mr. Bisset. During that same period, if I may continue while 
Dr. Fitzgerald gets the other figures, the value of imports began to 
rise, but in the last quarter of 1950 Italy’s trade was more nearly 
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balanged than at any time since the war. In fact, there were 2 
months, September and October, in which total exports to all desti- 
nations exceeded total imports in value. 

However, in the first 5 months of 1951 there was a very rapid in- 
crease in both volume and total value of imports. It paralleled the 
increase in industrial production. So that as of the middle of 1951 
the trade deficit, the Italian trade deficit, in its total foreign trade 
was larger than at any time since very early in 1947. I think that 
is again a somewhat temporary bulge, and we have not allowed on 
this basis, and the Italian economy will be quite unable to incur such 
a heavy trade deficit, but that is really exactly the pattern to be 
expected. 

r. FirzGeraup. The exports from Italy to the United States m 
1950-51: The biggest single item was cheese. That was followed by a 
large miscellaneous category of manufactured products such as felt 
hats and leather and metal goods which require a fairly large propor- 
tion of labor. There was a small volume of exports to the United 
States of industrial machinery and equipment, and the rest was 
scattered through a variety of products. We imported a little alumi- 
num from Italy in 1950-51, and about $12,000,000 worth of textiles 
of various kinds. 

Mr. Bissevt. One or two comments on the Italian situation. 


COST OF LIVING 


Up to this time I think inflation has been more under control in 
Italy than in any of the countries we are here discussing. The cost 
of living index stands about 10 percent above the level in the middle of 
1950, and it has been approximately stable at that earlier level for 
several years. 

Real wage rates are still a little above the 1948 level, but since the 
middle of 1950, although there have been several increases in wage 
rates, those increases have not kept up quite with the rise in the cost 
of living. Nevertheless, I think it is fair to say as of the present time 
there has pot yet been a serious inflationary impact on the Italian 
consumer. Wholesale prices are probably 20 percent or 15 percent 
above 1950, but because of the deflationary conditions that persisted 
in Italy in 1949 and 1950, wholesale prices are as yet very little above 
the 1948 level. 

In Italy, as in this country, wholesale prices have sagged off during 
the summer so that there is not anything like so imminent a threat 
of inflation there as in most of Europe. 


POSITION OF THE GOVERNMENT BUDGET 


I want to mention the position of the Government budget as a 
whole. In fiscal year 1951 there was a budget deficit of $696,000,000. 
Revenues, $2,080,000,000. Government expenditures, $2,776,000,000. 

In the fiscal year 1952, comparable figures are expected to be for 
revenue, $2,225,000,000 for the Central Government alone; expendi- 
tures, $3,000,000,000, or a deficit of about $775,000,000. 

I would like to explain again these figures are not the same ones as 
were given a little earlier this morning because the earlier figures were 
for all levels of government and the figures I have just given are for 
the Central Government alone. 
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LIMITING FACTORS ON ABILITY OF ITALY TO SUPPORT PROGRAM 


Finally, I will conclude with these remarks, if 1 may comment on 
this question: What is really the ultimate limiting factor on the size 
of the Italian military effort, and the relation of that to the economic 
aid we provide? I think there is still room in the Italian economy 
for a greater expansion of production that we have projected for next 
year, or that we think is likely in fact to be achieved. There is cer- 
tainly room, once treaty limitations are removed, for a very large 
Italian contribution to manpower. I think it is fair to say that what 
will in fact limit the size of the contribution is the financial position, 
the internal financial position, and more specifically the conviction of 
the Italian Government that they must keep the size of the Central 
Government’s budget definitely within rather narrow limits. 

In Italy, as I remember, the present exchange rate is about 630 lira 


to the dollar. There are plenty of Italians living who remember when’ 


it was five to the dollar. They have gone through, of course, a con- 
siderably worse inflation, historically, than even France, and exceeded 
in Europe only by what has happened in Germany since before the 
First World War. 

In this state of affairs, or given this historical background, the 
Italians have the same lack of confidence basically in their own money 
that the French have. It is characteristic of France. In both coun- 
tries the government budget is watched very closely and in particular 
the level of the Central Government’s borrowing from its own central 
bank, which is of course purely inflationary financing. 

There may be room for a difference of judgment as between our- 
selves and the Italian Government as to exactly how large a deficit 
they can afford to incur, but it is very clear that there is an ever- 
present danger in Italy that a large deficit will be taken as a forerunner 
of new inflation by the people, and therefore the mere adoption of a 
budget carrving too large a deficit would, itself, set off a lot of infla- 
tionary buying and inflationary price increases. 

At any rate, it is a fact that this is the conviction of the Italian 
Government, its responsible ministers, and I think is one of the reasons 
why in their case the general scale of economic support they will 
receive from us is so extremely important in their decisions about the 
size of their own military effort. 

To sum up, the actual need for economic aid we have calculated 
in Italy, as elsewhere, is that which is needed to enable the Italians 
to import the goods and services that the Italian economy requires 
if its total production is to reach the level that we have indicated. 
That aid will enormously facilitate, however, the adoption of an 
adequate defense budget of its direct significance for the whole Italian 
budgetary position. 

Now, we have our estimate of Italian total imports by commodities 
in the fiscal vear 1952, which we can go into, if you desire. 


BALANCE OF PAYMENTS 


RESERVES 


Mr. Gary. In the table inserted in the record it appears that the 
net balance of payments estimated for 1951-52, is $223,300,000. 
There is no proposed change in reserves. 
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In that connection, it seems to me I read in this morning’s paper 
that the National Economic Council has recommended that there be 
substantially no changes in reserves in these various countries next 
year. Is that correct” 

Mr. BissxE.u. I believe that is correct, sir. 

Mr. Gary. They seem to make the recommendation that the Gov- 
ernment should not require those countries to use their reserves but 
on the other hand they should not enable them to build up their 
reserves. 

Mr. Bisse.u. That is correct. 

Mr. Gary. You have a change in the pipeline of $60,000,000 and 
you are asking for a total dollar aid of $163,216,000. 

Mr. Bissevi, That is correct. 


ANALYSIS OF DOLLAR AID PROGRAM 


Mr. Gary. Will you give us the program for that $163,216,000? 

Mr. Bisse... The principle items in it are these: Natural fibers, 
presumably cotton, $25,000,000; other agricultural products, $1,000,- 
000; fuels, $60,000,000—coal and petroieum products, of course; in- 
dustrial raw materials, $24,400,000; capital equipment, $16,200,000; 
other manufactures and raw materials, $4,400,000. That gives a 
total of $131,000,000. Then $29,000,000 estimated for transporta- 
tion estimated, giving a total of $160,000,000. The other $3,000,000 
represents a sum advanced out of previous years’ appropriations and 
obligated before the end of the previous fiscal year. 

You will remember there is a total of some $31,000,000 obligated in 
the previous fiscal year against the current year’s programs, and 
$3,218,000 of that total was in favor of Italy. To that extent, there- 
fore, this aid requirement has already been covered. 


STATUS OF COUNTERPART FUNDS 


Mr. Gary. What is the situation with reference to the counterpart 
funds in Italy? 

Mr. Brsse.t, In terms of dollar equivalents, total deposits to date, 
cumulative, amount to $814,400,000. Their adjusted value is 
$783,800,000. I might explam that that adjustment represents 
the effect of the devaluations that occurred 2 years ago. Of the 
$783,800,000, $39.900,000 is reserved for the United States, that 
figure being 5 percent of the total. The balance is $743,900,000. Of 
that balance $618,500,000 has been approved for withdrawal and 
$457,900,000 has actually been withdrawn. 

The purposes, or the principal ones, are these: For promotion of 
production, $298,300,000. For other purposes, such as_ housing, 
encouragement of tourism, health and sanitation, and miscellaneous 
social services, $159,600,000. For other already approved but not 
yet withdrawn, the total is $160,600,000, and it is expected that 
$132,600,000 will be for the promotion of production and $28,000,000 
for other purposes, mainly housing. 

I may explain that the figure of $160,600,000 is the difference 
between the total approved and the total already withdrawn, the 
two figures that I mentioned earlier. 
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I should also explain, sir, all the figures I have given you refer to 
counterpart under Public Law 472, which is the ECA authorizing 
legislation. There is also counterpart accumulated under earlier 
programs. There, the total amount deposited is $173,600,000, of 
which $146,200,000 has been approved for withdrawal and $140,- 
900,000 has been withdrawn 

If it is satisfactory to the committee, sir, I will simply say that 
the distribution is about the same, and the table that I put in the 
record will cover in detail those other funds as well. (The table 
referred to is as follows:) 


Status of Italian counte epee gi funds, June 30, 1951 





] 
Loca] currency (billions of | Dollar equivalents (millions 
lire) } of dollars) 
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5 percent reserved for United States . fees eee OT ka ae 
Balance for Italy ____----_- 569.3 463.7 105. 6 | 917.5 | 743.9 173.6 
USE OF FUNDS BY ITALY i | 
| | } 
Total approved for withdrawal : 473.8 385. 3 88.5 | 764.7 | 618.5 | 146. 2 
Withdrawals Ce ata 370.1 284.9 85.2 598.8 | 457.9 | 140.9 
Purpose of withdrawals: 
Promotion of production __- : 264.0 185.8 78.2 | 427.9 | 298.3 | 129.6 
Railroads. __...___._...- 132.4 104. 4 28.0] 2166) 167.9) 48.7 
Agriculture _____..__-- 59.5 40.0 19.5 95. 4 64.1 31.3 
Farm credit 1.5 1.5 2.4 ue Bs 2.4 
Other agricultural programs 58.0 40.0 18.0 93. 0 64.1 28.9 
Primary metals nao 12.9 12.9 20. 6 2656 4.2... Wa 
Merchant and fishing fleet 8.0 4.0 4.0 13.3 6.4 6.9 
Communication facilities 3.7 3.7 6.0 6.0 
Technical assistance 2.9 . 2.9 | O24 235 2 4.6 
Airports a ty OU Bae .8 cs feetae } 1.3 2 = eee 
Undistributed __..__.. 43.8 20.0 23.8 70.1 32.0 38.1 
Other purposes 406.1) «#991 70) 1709) 1586, 11.3 
Housing. -_- 29.0 25.0 24.0 46. 6 40.2 6.4 
Miscellaneous social services 10.7 10.0 iv 17.3 | 16.1 1.2 
Tourism 7.1 5.3 1.8 11.4 8.5 2.9 
Health and sanitation 3.9 3.4 .5 6.4 5.6 8 
Undistributed__..._..__- ; 55.4 55.4 j 89.2 89.2 
To be withdrawn ‘ , : 103.7 100.4 att 33{- "165.9 160.6 Pa tg 5.3 
Promotion of production shi 86.0 82.9 3.1 137.6 132.6 5.0 
Machinery = 52.0 52.0 83.2 83. 2 i 3 A ; 
Merchant fishing fleet 4.0 4.0 6.4 6.4 J 
Agriculture 2.5 42 2.2 4.0 .5 3.5 
Railroads 1.6 1.6 we 2.5 te ata ee Oe 
Technical assistance 6 6 1.0 1.0 
Airports A css atleiad ‘s * ¥ Ge “e 3 gPilagasc .5 
Undistributed_______ ; 25.0 25. 0 40.0 40.0 ‘ 
Other purposes. .........-..------ 432.71. 328 2 28.3 2.0/ 3 
Housing - - _- 16.5 | Eg Epa (terre. } 26.4 SBS Psi du 
Miscellaneous social services 2 2 “3 I. oa 3 
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On 5 percent counterpart, the total available as of June 30 is 
apparently $42,700,000, and that has been obligated in this fashion: 
$31,900,000 has been obligated, of which $17,700,000 was for the 
information program; $10,300,000 for basic materials and $3,900,000 
for administration. Another $3,900,000 has been transferred to the 
Treasury, and there is $6,900,000 of unobligated balances. 

Mr. Gary. That is for the use of other Government agencies of the 
United States Government? 

Mr. Bissetu. That is correct. 

I might explain that the difference between the figure of $39,900,000 
deposited and $42,700,000 available of 5 percent counterpart, the 
figure that I have just given you, is funds due to be deposited against 
goods already shipped but not yet deposited because we have not 
yet made payments to the Italian Government for the dollar expendi- 
tures. 

NET BALANCE OF PAYMENTS 


Mr. Wice.iesworrn. Looking at the balance of payments table 
already in the record, and specifically at item 9, which shows a net 
balance of payments of minus $222,300,000, what payments to 
America are included in that? 

Mr. Bisseity. The total of payments to this country is some 
$49,700,000, capital payments, and these are made up of an Export- 
Import Bank repayment of $14,200,000, a reimbursement of $4,100,000 
on a Maritime Commission ship purchase credit, $5,000,000 repay- 
ment of a surplus property advance, and then some $26,400,000 of 
prepayments to be made with the Italians own earned dollars, pre- 
sumably on long-lead time industrial items on which down payments 
for progress payments have to be made in this fiscal year against 
items which will arrive in future years. That is a total payment of 
$49,700,000. ) 

Now, as an offset to that, sir, you will notice that on line 8, the 
first column under United States for 1951-52, there is a plus $15,- 
000,000, and the offset to the total of $49,700,000 of payments which 
I have just mentioned is the figure which represents our estimate of 
United States Government expenditures in Italy. Some part of that 
is for offshore procurement and the major part of it, however, is for 
other United States military expenditures for United States military 
account. In other words, the dollars that Italy will earn in these 
ways through the expenditures out of our military budget will more 
than compensate for the dollar repayments that have to be made on 
the capital account. 


PRIVATE CAPITAL OPERATIONS 


As to private capital operations, it is our estimate that receipts and 
payments will very nearly balance. Actually the items we have are 
an estimate of a private capital receipts by Italy from the United 
States of some $6,000,000 and some $6,900,000 of private capital 
repayments, so that the net, as you can see, is negligible. 

Those cover ‘the capital transactions only with the United States. 
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RESERVES 


Mr. WiaeGLeswortH. What is the figure for the Italian reserves at 
this time? 

Mr. Bissetu. On July 31, or rather on June 30, the Italian reserve 
stood at $538,000,000, just $4,000,000 down from the figure for a year 
previous. During the month of July they rose slightly, and that is 
the last month for which we have reports. 

Mr. Wice.ieswortsH. The change in the pipeline figure which ap- 
pears as item No. 11, in each one of these charts is just a mathematical 
result of the program that you recommend, is it not? 

Mr. Bissetu. | think that is correct, but 

Mr. Wice.Leswortu. In other words, if the program were smaller 
the reductions would be greater? 

Mr. BisseLu. That is right. That item, sir, really reflects the year- 
to-year shrinkage in the size of the whole program and comes about 
in this fashion: It does have a real meaning in that it represents the 
goods that will arrive this vear that have in effect already been paid for, 

Mr. WicGLeswortu. Is there any further financing contemplated 
in the picture which you are presenting through the World Bank, the 
Export-Import Bank or otherwise? 

Mr. Bisseiu. The answer is there is none. 





GROSS DEBT AND GOLD AND DOLLAR RESERVES 


Mr. Wiaciteswortnh. I would like to get the same information for 
Italy in tabular form that I have requested for the other countries— 
the debt, foreign and domestic, the gold and dollar balances and in- 
vestments overseas by countries. 

Mr. Bissetu. I will mention at this point only the gross debt, 
domestic and foreign. We will get the other information for you. 

(The information is as follows:) 


Ttaly 
Gross debt (millions of dollars): 


Total Government debt, June 30, 1950______._.......---.-------- $4, 492 
SES SEE 6 Ne ee Rtn Ae fre ee RP Ty eT ee ee Se ee 274 
SEES TERA OS Pee a tc ae ORE Tt rte ea ae Ca: 4,218 


Gold and dollar reserves (millions of dollars): 


December 1945 : oe GRR 5 ag ee eas oS eS ee ee 87 
December 1946 ___. irae i sb cdi sce ta whe as a ss aeibatte Recetas eke 289 
December 1947 eh fe aie ¥ Baan Sa SEEN | 206 
December 1948 : pe BOMONE We jes Se 424 
September 1949 (devaluation date) jee S amet Pg 538 
December 1949 ieee ee a ee aie ae 556 
December 1950_____ .__- PGE IRS Sah! LOS aes, ons ER 573 
June 1951. Oca el ie Ne ee ie eas ee cecal ae aa 534 


Mr. Bisse.tu. The gross debt, domestic and foreign, amounted to 
$4,492,000,000 as of approximately a year ago. We will probably 
have a more up-to-date figure to give you. 

Mr. Gary. Both domestic and foreign? 

Mr. Bissetu. Yes. When translated into dollar terms, it is, of 
course, a very small indebtedness, mainly because the inflation since 
the war has greatly reduced its value in terms of dollars. It is largely 
wiped out. 
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RELATION OF NEEDED INCREASED IMPORTS TO ANTICIPATED MILITARY 
EXPENDITURES 


Mr. WiccLeswortH. You have indicated that the essential in- 
crease in the imports, according to your judgment, is about $47,- 
000,000, and also that the increase in military expenditures is about 
$150,000,000; in other words, that the increased amount of imports is 
just about a third of the anticipated increase in military production. 

s that just a coincidence, or did you arrive at that increase in imports 
by taking a third of the increase anticipated and assuming that funds 
cannot be diverted internally? 

Mr. Bissett. Sir, I think it isin a sense coincidence. The way that 
we have arrived at that was to calculate the possible increase in mili- 
tary expenditures from year to year and the total of imports needed, 
in a sense, independently, of one another. The sequence of the 
calculation has been to estimate the possible increase in total pro- 
duction. The increase in military expenditure that that would make 
possible on the one hand and the increase in imports that it would re- 
quire on the other hand. It is a coincidence that the possible increase 
in military expenditures comes out at approximately as you have 
said, three times the required increase in the volume of imports. 
I would remind you the figure you quoted is the increase in the volume 
of imports. Of course, the increase in value will have to be greater 
than that. 

Mr. WiaeGLteswortn. Well, without too much detail, how did you 
arrive at the increase in the import figure? Is it an item that is 
built up of specific commodities in the light of increased production 
anticipated, or is it some rough yardstick that is used? 

Mr. BissEeLu. We have tried, so far as we can, sir, to determine it 
on the basis of the increase in production and in income anticipated 
within the country. You are, of course, aware that the figures for 
1951-52 here have had to be adjusted to fit the total sum to be author- 
ized in the House legislation. In effect, therefore, we have in the 
case of each one of these countries, in adjusting our figures, started 
from the aid figure. In starting from the aid figure, we have, therefore, 
in effect, had to take as our starting point the volume of imports the 
country was going to be able to afford to buy in this year. We have 
then had really to determine what increase in total production we 
thought would be feasible and given that volume of imports that the 
country could afford. It is in that way we have established the con- 
nection, but in developing the specific imports that will be required 
within the limit of the financial resources of the country, in that 
calculation we have, of course, had regard to the major increases in 
production, the shift to heavier emphasis on the output of metal 
goods, and also we have regard for the effect on consumers’ income 
and their need notably, for instance, for somewhat higher food con- 
sumption. 


AVAILABILITY OF GROSS NATIONAL PRODUCT FOR MILITARY PURPOSES 


Mr. WicGieswortu. One thing that strikes me about this picture 
you show us is that you show an index of production of 140, and 
agriculture—— 

Dr. Firzgpratp. About 105. 
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Mr. WiaeGciesworrn. You have the highest production in the 
history of the country, and you have a very small indebtedness, and 
yet the maximum military effort that is apparently considered possible 
of $800,000,000, or the equivalent, is only about 5 percent of the gross 
national product, which is a very much lower figure than anything 
we have seen yet. 

Now, I have no detailed knowledge of the budget picture, but why 
is it that under these conditions only 5 percent of your gross national 
product is available for the military effort? 

Mr. Bisseu. I think the ultimate answer to that, in one sentence, 
Mr. Wigglesworth, is that Italy is a much poorer country than any 
other we have discussed and, therefore, cannot afford to devote 
anything like the same proportion of its resources to military purposes. 
But with reference especially to the comparison with previous periods 
and the large increase in production, there are several other con- 
siderations | would like to mention. 

In the first place, the volume of exports from Italy is running about 
15 to 20 percent higher than prewar, than in 1937 and 1938. 

Mr. WieecLesworts. The volume of what? 

Mr. Bisse.u. Of exports. Therefore it is true of Italy as it is of 
almost all of these European countries, that they are already today 
having to use a larger physical amount of their total output, of their 
total production, to pay for their imports. Even that larger amount 
falls well short, of course, of paying for their total imports, but it is 
a larger amount and that is one of the places where the increased 
production has gone. 

Secondly, there has been, as I mentioned at the outset, a very 
sizable increase in the Italian population since prewar. The figures 
were from 42,978,000 up to the figure I mentioned of 46,704,000. It 
is about a 9 percent increase in population. Therefore, to achieve 
and to maintain approximately the prewar standard of living requires 
about 9 percent more goods and services going to consumers. Un- 
doubtedly that is the largest single increase, if one could make an 
effective comparison of prewar and postwar figures. That is the 
largest single increase in the use that is being made of the output of the 
Italian economy. 

I do not nave, or at least I do not have here, any figures for prewar 
Italian gross national product or national income, and I do not believe 
there are any that are any good and that are comparable with our 
present fgures. 

Mr. Martin. Might it be worth adding, Mr. Bissell, that the 
wartime destruction brought about a necessity for repairing, and that 
is another major drain on this increased production. There was a 
capital destruction which has taken a very large segment. 

Mr. Wiecieswortn. Yes, but that also is true of France, for 
instance. 

Mr. Martin. Yes; it is. 

Mr. WiccieswortH. Where the percent devoted to military ex- 
pense is larger. 

Mr. Marriy. Also, the absolute level in France is higher, which 
enables you to take a little more out, perhaps, from the income. 

Mr. Bissevu. I think that this sort of rough calculation, Mr. Wig- 
glesworth, will give you some index of the importance of this popula- 
tion factor. Consumption today absorbs roughly two-thirds of the 
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Italian gross national product; in fact, a little bit more. Consump- 
tion, if you will remember, in fiscal 1951 was 11.3 out of a total of 
15, gross national product. As I said, there has been approximately 
a 9 percent increase in population. If there has been since prewar 
roughly a 9 percent increase in consumption that really would have 
absorbed the whole of a 6 percent increase in gross national product. 
So there is no doubt that the larger exports, the increase in consump- 
tion merely to feed and maintain at a constant standard of living a 
larger population, and heavier investment partly for reconstruction 
and partly for other purposes are the activities which have absorbed 
this increase in production. 

Mr. Wiaccieswortx. Do you know what Italy expended for 
military purposes in World War II or World War I? 

Mr. Bissett. We have some figures, sir, for the expenditures, I 
think, just on the eve of World War II. I believe I have those here 
and can give you the figures. 

It is my recollection that whereas the total amount that is being 
spent today may be larger it is a slightly smaller proportion of the 
gross national product than was being spent in 1938 or 1939. 

The prewar national defense expenditures were estimated at— 
these are supposedly in constant dollars—$794 million. Actually, I 
believe, the year is 1938. That was out of a total gross national 
product of $13,285,000,000. So the amount was a good deal smaller. 
I think the percentage ‘works out higher . 

These are supposedly in 1950-51 dollars. I say “supposedly” not 
because I have any doubt as to how the figures were calculated but 
because these adjustments are statistically inaccurate. 

Mr. O’Hara. There is some classified information I might give off 
the record, which bears on this problem, Mr. Wigglesworth. 

Mr. Wieeieswortu. All right. 

(Discussion off the record.) 


USE OF COUNTERPART FUNDS 


Mr. WiceLeswortnH. Let me ask you one other thing. You have 
indicated, I think, that there are about $165 million or the equivalent 
in counterpart funds that have not yet been withdrawn. 

Mr. Bisse.tu. That is correct, sir. 

Mr. WicGLeswortu. Is there any reason why counterpart funds 
cannot be devoted to the present military effort? 

Mr. Bissetu. No, sir. Indeed, our intention is to insist that a large 
proportion of counterpart funds in all the countries be devoted to that 
purpose in this year. There has been a reason up to this time, Mr. 
Wigglesworth, which is that the law has not permitted that use of 
counterpart. But I believe that both the authorizing acts will permit 
that change, and the House legislation, if I am not mistaken, requires 
that a large proportion of counterpart be used in that way. 

Mr. Wicecieswortn. I thought you indicated that it was contem- 
plated using these funds in large measure for housing, social projects, 
and so on. 

Mr. Bisseuu. The only figures, sir, that I gave you that have to do 
with future uses of funds were those for the amounts the use of which 


. or withdrawal of which for specific purposes had already been ap- 


proved. On those we would propose to go ahead on the basis of the 
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approvals already given. But in the case where the use of counterpart 
has not already been specifically approved in projects passed upon, 
and, of course, in the case of counterpart yet to be deposited, we have 
made no commitments. 

I would propose that the major part of that be used for military 
purposes. By a “major part’ 1 mear something in the case of Italy 
of the order of a half to two-thirds. It may run higher than that. 

There is as yet no specific program for that purpose. 

Mr. WiaeLeswortH. To what extent have counterpart funds been 
sae into consideration in estimating the maximum capabilities of 

taly? 

Mr. Bissett. We have taken them into account, sir. I hope, 
however, that it may be possible to achieve some military expendi- 
ture in excess of the figures for expenditure out of the Itahan budget 
that I have already discussed; to achieve some increase in the total 
through the use of counterpart funds. 

Mr. Wiecieswortn. The figure of $800 million that you gave us 
is the maximum possibility. Does that or does it not include counter- 
part funds? 

Mr. Bisseiu. That figure as we have computed it, sir, is intended 
to include the use of counterpart. In fact, however, I think we may 
be able somewhat to exceed that figure through the use of counter- 
part. 

Mr. WiaGLeswortH. To what extent does it include counterpart? 

Mr. Bisseitu. Well, we have assumed that counterpart funds in 
effect would carry a part of that $800 million expenditure and thus 
reduce what will be shown as a budget deficit in the case of the Italian 
budget. 

Mr. Wiceieswortu. To what extent? 

Mr. Bissexiu. I do not have the exact amount, sir, because it is 
more than the amount of aid requested. At any rate, it will be more 
in this case than the amount of aid requested because we will have 
counterpart still being deposited against previous years’ allotments. 
Of course, all the counterpart will not be deposited against the funds 
obligated in the current fiscal year. I can get you that figure, sir. 

(The information is as follows:) 

In committing the equivalent of $800 million to defense expenditure for 1951-52 
out of an estimated total budgetary expenditure of $3 billion, the Italian Govern- 
ment has made allowance for estimated receipts of $225 million of counterpart 
funds which will be applied against these Government expenditures. 

Mr. WicG.tesworts. You would contemplate using a major por- 
tion of all counterpart funds available for the military program? 

Mr. Bissevu. That is correct, sir. 


UNEMPLOYMENT 


Mr. Wiae.teswortH. You told us there was heavy unemployment. 
Do you know what that figure runs to now? 

Mr. Bissety. Yes; it is in the neighborhood of 2 million. I can 
give you the exact figure, I believe. The latest figure we have is 
1,931,000. That is the latest figure I have. 


Mr. Wiaciteswortn. What hours are they working on the average 
there now? 
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Mr. Gary. You mean the workweek? 
Mr. WieGLeswortu. Yes; the workweek. 

Mr. Bisset. | am afraid I do not have that figure, sir, for Italy. 
Mr. Wiee.eswortH. Would you supply that? 

Mr. Bisset. Yes, sir; I will try to. 

(The information is as follows:) 

In Italy, during October 1950, werkers in manufacturing industries worked 42 
hours per week on the average. Of this, about 11 percent worked fewer than 40 
hours, 17 percent worked 40 hours, and 72 percent worked over 40 hours, 

Mr. WiaGieswortu. This is more or less a chronic condition in 
Italy, is it not? 

Mr. Bissetu. This unemployment is; yes, sir. 

Mr. Wiaeieswortu. There have been various plans discussed in 
connection with European cooperation for utilizing that excess of 
manpower elsewhere. Can you tell us what, if any, progress has been 
made along that line? 

Mr. Bisseuu. A little; but I would say rather only a little, sir, as 
a result of this definite planning. At the present time there is some 
Italian labor being used in the French coal-mining industry and the 
British Government is recruiting Italian labor for the British coal- 
mining industry. 

Off the record. 

(Discussion off the record.) 

Mr. Bisse.u. I think that the principal hope in this direction is 
for the use of some Italian labor in the two countries I have mentioned, 
France and Britain, in both of which there is an acute shortage. 

As to the numbers I cannot, offhand, sir, give you any figures for the 
number of migrants. Of course, the largest flow of emigration from 
Italy since the war, I think, has continued to be to other continents 
rather than to other European countries. 

Mr. Wiaciteswortn. But that large unemployment clearly repre- 
sents, does it not, one source of power in Europe that is not being 
brought to bear in this cooperative effort? 

Mr. Bisse.u. That is absolutely true, sir. As I think the members 
of the committee are aware, it is not only a resource of which no use 
is being made but it, of course, undoubtedly is an element of great 
weakness in Italian society. The fact of this large-scale unemploy- 
ment in my view unquestionably contributes to some sense of hopeless- 
ness on the part of many individual Italians and thus, no doubt, indi- 
rectly to the strength of the Communist opposition in Italy. 

The problem is one which I think cannot be solved by any means 
entirely within Italy. In fact, Italian industrial production has to 
expand quite rapidly merely to absorb the annual increase in the 
labor force. 

Finally, I would say, as the committee is aware, this problem is 
localized in south Italy. That is where the huge labor surplus develops 
and where the birth rate is the highest. It is one of the reasons that 
we attach great importance to a continuation of agricultural produc- 
tion and some industrial developments in that part of the country. 

Mr. Wiceiteswortu. I do not believe I have anything more, Mr. 
Chairman. 

(Discussion off the record.) 
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GerMANy (FeperAt Repvstic) 


Mr. Gary. We will now consider Germany (Federal Republic), 


and we will insert in the record at this point the table on page 29 of the 
justifications. ] 


(The matter referred to is as follows:) 









Estimated balance of payments in gold and dollars and all currencies 


{In million dollars and dollaf equivalents] 
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j | and over- and over- 
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1 — is accumulation of reserves. 
2+ is reduction of pipeline. 
3 $14.3 million of this amount have been covered by an advance of 1950-51 funds. 


POPULATION 















Mr. Gary. It appears from that table that the 
dollar aid to Germany for 1951-52 is $114.3 million. 

Have you got the population figure ¢ 

Mr. Bissewn. Yes, sir; 49,880,000, in round figures 50 million. 

Mr. Gary. Do you have the population for Russian-controlled Ger- 
many ¢ 

Mr. Bisset. No, I do not have that here. This is only for Western 
Germany. My impression is that that would be, including Berlin, 
about 20 to 25 million, but that is a guess. 

Mr. Gary. Do you have the area figure for Germany ? 

Mr. Bisse. I might point out ‘that the prewar population of 
the same area was 42,100,000 so that there has been an increase of 
very nearly 8 million which, of course, represents in considerable part 
refugees from Eastern Germany. 

Mr. Gary. What is the refugee situation there now ? 

Mr. Bisseii. I do not know how rapidly refugees are still arriy- 
ing, Mr. Chairman. The inflow is a great deal smaller than it was 


total proposed 
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immediately after the war, when it was at its peak. But I believe 
it is still very substantial. 

Mr. Gary. We had some evidence on that from Mr. McCloy when he 
was testifying in connection with GARIOA. I believe we have that 
information. 

Mr. Bisseix. As you can see, there has been nearly a 10-percent in- 
erease in population since before the war. 

Dr. Frrzgrratp. Mr. Chairman, the area of the Federal Republic is 
94,739 square miles, which is half again as large as the State of Illi- 
nois. 

Mr. Gary. Do you have the area for that part of Germany con- 
trolled by Russia / 

Dr. Frrzerratp. No, I do not. 

Mr. Bissetx. So I cannot answer one part of your question. West- 
ern Berlin had a population which was included in the figure that 
I quoted, of 2,140,000 and the population of the Federal Republic 
itself was 47,470,000. 
Mr. Gary. Proceed. 


MILITARY CONTRIBUTION 


Mr. Bissett. Mr. Chairman, the possible military contribution of 
the Federal Republic of Germany will, of course, take a form rather 
different than that of the military contribution of the other countries. 

Mr. Gary. So far as Germany is concerned, Mr. McCloy is not 
only the High Commissioner, but he is also the ECA Administrator, is 
that correct / 

Mr. Bisseii. That is correct. 

Mr. Gary. So in Germany he heads up both the State Department 
set-up and the ECA set-up ¢ 

Mr. Bissett. That is correct, sir. As I believe the committee is 
aware, Germany is today and has since the war made a large financial 
and economic contribution toward the maintenance of the defense 
establishment of the west in the form of occupation costs. That is, the 
German Government is liable for certain of the costs incurred by the 
French, British, and United States military establishments in Ger- 
many. In fiscal year 1951 that figure was approximately $1,210,000,- 
000 in dollar equivalents. 

During the current fiscal year occupation costs will continue to be 
paid. It is, however, the present expectation that before the end of 
this fiscal year the western powers will have entered into a con- 
tractual relationship with Germany more or less equivalent to a 
peace treaty and that after such a contractual relationship has been 
concluded, either the German contribution to occupation costs may 
cease entirely or, at any rate, it will be very greatly reduced. As a 
matter of fact—Mr. Martin may wish to comment further on this—I 
think it is probable that any German contribution will, of course, 
cease to be called an “occupation cost” after the contractual relation- 
ship is entered into, and fairly soon after that date any German con- 
tribution toward the cost of the military establishment of other coun- 
tries will be an intercountry contribution within arrangements estab- 
lished in the North Atlantic Treaty Organization. That is not going to 
come about overnight and I do not think any one of us can predict 
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accurately or exactly what the status of these contributions will be for 
several months after the contractual relationship is entered into. At 
that time, however, a new element in German military costs will ap- 
pear, or a new element will appear in the form of the costs of a 
German military establishment. 

In our appraisal of Germany’s economic capabilities and in giving 
you estimates of the possible German defense expenditures for this 
fiscal year we have lumped these two kinds of costs together and it 
is proposed, indeed, in discussions with the Government of the Federal 
Republic in the near future to discuss the total German contribution 
toward the military strength of the west as a single topic, and to nego- 
tiate with the German Government on a single sum which will cover 
any remaining occupation costs and the beginning of the costs of 
the German military units themselves. 

_ It is not of course necessary to know just how much of this contribu- 
tion will be in the form of support of allied forces and how much in 
another form, because we have proceeded on the basis of the greatest 
possible German contribution within Germany’s economic capabili- 
ties, regardless of the form that it might take. 

We propose that the Federal Republic should undertake to make a 
total contribution to the costs of defense which will represent a use of 
German resources for defense to an extent comparable to the use by 
the other principal western countries of their resources for defense, in- 
cluding expenditures outside of Europe. This will require a con- 
tribution which is higher than the Federal Republic has yet put in 
its budget or allowed for. The figure which will be reached by agree- 
ment with the Federal Republic will necessarily take into account 
German economic capabilities. German ability to provide adequate 
support for Allied forces and at the same time finance its own mili- 
tary contribution to western defense will require that total production 
in Germany expand very greatly. 

Indeed, I wish to call your attention to certain parallels here be- 
tween the situation of Germany and that of Italy. Certainly as of a 
year ago there was still heavy unemployment in Germany, which has 
been considerably reduced since that time, but still remains large. 
Germany at that time still had extensive unutilized industrial facili- 
ties. There has already been in the last 6 months roughly a very great 
expansion of economic activity in Germany. 


GROSS NATIONAL PRODUCT 


For the fiscal year 1951 the gross national product of Germany was 
$26,460,000,000. On the basis of the appropriation request before you 
we estimate that it will be $28,570,000,000 in the current year and we 
beleive it could have gone as high as $29,120,000,000 roughly. with 
slightly large imports that would have been financed by the larger 
aid figure. 

Even the estimate of the $28,570,000,000 is, as you can see, $2 billion 
larger than in the preceding year and is an increase of nearly 10 
percent from one year to the next, an increase which of course could 
not be possible just on the basis of the expanding productivity. 

It does reflect the draw-back into employment of unemployed man- 
power and unemployed industrial facilities. 
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UNEMPLOYMENT 


Just two other figures. The unemployment in June in Germany 
was 1,326,000 and a year previously 1,538,000. In August it was down 
further to 1,259,000, so that taking the August figure, there has al- 
ready been an absorption of about 279,000-odd unemployed in Ger- 
many, together with whatever has been the increase in the labor force 
in that period. 

I call the committee’s attention to the fact, although that is an 
appreciable reduction in unemployment it is, of course, proportion- 
ately far smaller than the increase in production that has already 
taken place. And the reason is that in Germany, as in a number of 
other countries, where there has been extensive unemployment, that 
has appeared not only in the form of people entirely out of work but 
also in the form of men underemployed or employed only part time. 

The index of industrial production for 1950 as a whole stood at 
about 112 percent of 1936. The base is a little different in this case. 
By the middle of the second quarter of 1951 it was up to very nearly 
140 percent. So that there has been that very sharp increase in in- 
dustrial production with the rather small absorption of wholly un- 
employed back into employment. 


UTILIZATION OF INCREASED PRODUCTION 


Next I want to comment briefly on the way in which the increased 
production in Germany will we believe be used. I have given you the 
figures for gross national product. It is our estimate that $800 million 
of the increase will go into military purposes; that capital investment 
will increase it slightly from $6,150,000,000 to $6,315,000,000, an in- 
crease of about $160 million; and that consumption will increase from 
$16.850,000,000 to $17,805,000,000, an increase of nearly $1 billion. 

Again drawing the parallel with Italy, something more than half of 
the increase in total production in the Federal Republic will we be- 
lieve have to go into a higher standard of living. 

To save the committee’s time I will continue to refer, if I may, 
to the discussion this morning, because the parallel is very complete. 
We have done these estimates on the assumption that there would be 
little or no improvement in the standard of living of Germans already 
fully employed as of last year, but this increase which appears as an 
increase in the average standard of living will, in fact, reflect the 
marked ‘mprovement in the standard of living of people who have 
been iully employed or have been employed part time, or who are 
now going to work overtime in German industry. 

There has, I may say, been a marked improvement statistically in 
productivity in Germany in the last 6 to 12 months as industrial pro- 
duction has increased. I say statistically because, again, the statistics 
rather conceal the reality. The reality is that German industry, much 
of it, has been overstaffed, because of unemployment, because of a fear 
that the labor supply might tighten up, all, of course, at an earlier 
stage, because there was no particular incentive to hold down costs. 
' One thing that has been happening in the last year is that that over- 
staffing has disappeared as production has risen, so that the phenomena 
here that we described of the statistical rise in productivity, and fuller 
and more effective use of the people already carried on the rolls as 
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employed, the decline in unemployment and the marked improvement 
in incomes and necessarily therefore of the standard of living of people 
thus fully employed or reemployed, with little or no improvement 
in the standard of living of those already fully employed, but, never- 
theless, as a net result, a considerable part of the increase in German 
total output going into a higher standard of living. 


COST OF LIVING 

Mr. Gary. Did you give us the indexes for the cost of living / 

Mr. Bisset. No, sir. I will come to that. That is the very next 
point and I will go to that right now. Actually the cost of living in 
Germany is fairly low especially in view of Germany’s industrial 
capacity. Our estimate is that private consumption in real terms in 
Germany—that is, eliminating the effect of price changes—is still 
about 7 percent below prewar as of early part of this calendar year, 
and that for the current year 

Mr. Gary. That is the standard of living? 

Mr. Bissetu. Yes, sir. 

Mr. Gary. Is 7 percent below the prewar level? 

Mr. Bissevu. It was this year still 7 percent below 1938. 





HOUSING CONDITIONS 


Mr. Gary. How much of that is due to housing? 

Mr. Bisseiu. I just cannot answer that offhand, but I would think 
a very considerable part of it is due to housing. I think there are 
two elements that explain why that is so low. One is housing which 
affects most of the Germans or many of them. The other is that in 
any country which had a year ago a million and a half totally unem- 
ployed, that brings the average away down as well. 

Mr. Gary. Has there been much improvement in housing condi- 
tions ¢ 

Mr. Bissevt. Really very little. There has been a lot of repairing, 
as I understand, and renovation and therefore there are a great many 
more habitable housing units than there were. 

Mr. Gary. That was the one regret I had about our recent trip to 
Europe. When I was there in 1947, I was in Berlin and Frankfurt 
and I was in the Ruhr, in Dusseldorf and Cologne, but the last time 
I did not get to any of those places, but did get to Heidelberg and 
Weisbaden. There was therefore, no way of comparing the situation 
to see what improvement had been made in the restoration of housing 
facilities. 

In 1947 the conditions in Berlin were simply horrible. There were 
whole families living in one room; grown brothers and sisters sleeping 
together in the same bed, because they had no other facilities; living 
in basements, and under very distressing conditions. I was wonder- 
ing what improvement has taken place since then. 

Mr. Bissett. I cannot give you a very good first-hand report, but 
my impression is that there has not been very great improvement. I 
think, as Dr. Fitzgerald mentioned yesterday, this very directly affects 
production and one place where it is most noticeable is that the lack 
of housing in the Ruhr is generally believed to be one of the reasons 
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for the rather poor performance in coal production in Germany, and 
I have no doubt that it interferes in other parts of the country in 
somewhat similar fashion. 

Dr. Frrzceraip. There are reported to be some 80,000 Ruhr coal 
miners living away from their families because of a lack of housing 
in the Ruhr. 

Mr. Gary. The Ruhr was about the only place where we saw, in 
1947, any extensive repairs. There appeared to be very little if any 
rebuilding. Some houses were undergoing repairs, but the program 
was very inadequate and conditions were intolerable. 


STANDARD OF LIVING 


Mr. Bissewi. I have given you a comparison in terms of an index 
with prewar. I might say, by the way, that the Netherlands and 
Austria are the only other two countries in Europe where the over-all 
standard of living is believed to be still somewhat below prewar. 

I would also like to give you a figure for average consumption in 
dollars per year per capita—1950-51. The figure for Germany is $353, 
which compares with $1,300 for the United States, a figure that I have 

uoted several times; and it also compares with $550 for Belgium, 

90 for Denmark, $481 for France and $529 for the United Kingdom. 

So it is decidedly lower than the standard of living for most of the 
other large European countries. Italy, of course, is considerably 
poorer than Germany, and the Netherlands are about the same, Nor- 
way just a little bit better. But with the exception of the Nether- 
lands and Norway, which are about the same and better respectively, 
the United Kindom, Sweden, Denmark, France, Belgium are all 
decidedly wealthier, as measured by the standard of living, than is 
Germany. 

There is, therefore, both a low absolute standard of living and a 
standard of living that is rather low by comparison with prewar. 

I think it is a fair statement of our judgment that in the light of 
these circumstances it it, on the whole, desirable that there should be 
some further improvement in the standard of living in Germany, 
as they move toward fuller employment. And I would summarize 
what I have to say on this point, that this rise in consumption, absorb- 
ing part of the increase in total production, this rise in the standard of 
living is both inevitable through the process of reemployment and 
fuller employment and is on the whole justified on the basis of the 
standard of living. 

As to the tax burden which is relevant to this question, the tax bur- 
den for all levels of government in Germany was, in the fiscal year 
1951, $6,735,000,000, which was 28.3 percent of the gross national pro- 
duct. That is one of the higher figures in Europe. The figure for 
Britain which I gave yesterday, 33.2 percent, was considerable, as 
were the figures for the Netherlands and Norway and Austria. . With 
those exceptions, however, the German figure is the highest. It comes 
next after that group. It is considerably higher as a percentage of 
gross national product than the burden in the United States. 

I do not have at the moment a figure for the new year for Germany. 
I may be able to give you an approximate figure. Apparently for 
the German Government the figure is $6.927,000,000 of taxes and other 
revenue as compared with $6,735,000,000 of tax receipts in the fiscal 
year 1951. 
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CAPITAL INVESTMENT 


I want to say one word on capital investment. As I have indicated, 
we expect that there will be some increase in capital investment. The 
figure I gave for the fiscal year 1951 of $6,150,000,000 was 23.2 percent 
of the gross national product and we expect it to be $6,315,000,000 in 
the fiscal year 1952, which will be 22.1 percent of the gross national 
product, a slightly smaller proportion, but a slightly higher absolute 
figure. 

“That is a pretty high rate of capital investment in both years and 
I think that the explanation of it 1s pretty clear in the German case; 
that although there has not been very much or anywhere near adequate 
reconstruction of housing, this is a figure for gross capital investment 
and it therefore does include all the outlays for reconstruction in 
Germany. 

In Germany, as in France and Italy, there has been virtually no 
public capital market since the war. It is practically imposible for 
any enterprise to go out and raise funds through the sale of securities. 
Most outside financing of business investment has been by banks and 
interest rates, generally speaking, have been extremely high and credit 
tight. Much the largest source of funds to finance this investment has 
been business savings; that is, profits retained by busines firms and 
plowed back into reconstruction and rebuilding. 

I do not think there are any accurate figures on that, but the esti- 
mates are that the industrial profits have by and large been pretty 
large in Germany since the war and there has been a strong incentive 
to keep these in the business and plow them back rather than pay them 
out in dividends, so undoubtedly that has been heavy. 

It would be certainly our judgment that this rather high volume of 
capital investment should continue if the economic base in Germany is 
to continue to expand and if Germany is to be able to absorb the whole 
of its labor force into employment. 

I think there is no doubt that the state of affairs that I have just 
described in the capital markets means that this investment may not 
have taken place in exactly the right places, but nevertheless I think 
that a high rate of capital investment will have to be continued until 
physical reconstruction is very much further along in Germany than 
it is today. 

INDUSTRIAL PRODUCTION 


Mr. Gary. What about production ¢ 

Mr. Bissetx. I have spoken in general terms of industrial produc- 
tion and I have given you the figure for total production; that is, the 
gross national product. 

Mr. Gary. What about the coal and steel industries ? 

Mr. Bissecy. Just to mention a few other major groups, industrial 
production is now running just under 40 percent above prewar and 
there, as I mentioned, 1936 1s taken as a base. That compares with 
about, I should say 15 percent above prewar in the year 1950 as a 
whole. 1950 was the first year when industrial production in Ger- 
many was above prewar. When you realize that in 1948, in the 
bizone—that was the British and United States zones—industrial 
production was I supose no better than 60 percent of prewar, you can 
see what an extraordinary increase there has been. 
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Mr. WiceLEswortH. What year was that? 
Mr. Bisset. That was in 1948, Mr. Wigglesworth. 

Mr. Gary. The British did a magnificent job in bringing that pro- 
duction up in the Ruhr. I was there in 1947 and went through the 
Ruhr with the British officials. They were working strenuously to in- 
crease production. They did a magnificent job. 

Mr. Bissen. I will ask Dr. Fitzgerald to speak of coal in a moment. 
For steel the latest reported monthly rate I have is almost 1,200,000 
metric tons of ingots and castings per month which, as you see, is 
almost 14,000,000 tons a year. That is the highest rate achieved at 
any time since the war. It compares with the rate of about 1,000,000 
tons a month, or about 12,000,000 tons for the year 1950 and much 
lower figures for the earlier years. 

Mr. WiccieswortH. What is the prewar figure / 

Mr. Bissetu. The prewar figure for this area is about 1,500,000 
tons a month as compared with about 1,200,000, the current rate. 

Mr. Wieeteswortu. About 18,000,000 tons a year 4 

Mr. Bissett. Yes. The difference, of course, between the current 
figure and that earlier one largely is the result of destruction or dis- 
mantlement. 

Mr. WiceLeswortn. Is there a definite ceiling now? 

Mr. Bissetu. There is no effective ceiling at the present time. I 
think it is fair to say that the current rate of production is limited 
only by physical limitations. As a matter of fact, I believe that the 
limitation is one of installed capacity rather than raw materials. 

Mr. Gary. The dismantling has ceased / 

Mr. Bisset... That phase is finished ; yes. 

Motor-vehicle production has risen rapidly over the past 2 years. It 
has leveled off in the latter part of the calendar year 1950, a little over 
30,000 vehicles per month, and has retained about that level. I think 
the sharpest increase in production in the first half of the calendar 
year 1951 has been in machinery and chemicals, and the indexes in 
both cases are now significantly above prewar figures for 1938. I 
repeat that is true even of the chemical industry despite some limita- 
tion on what it can produce, and, I think, some dismantlement. 

Mr. WiecLesworru. The chemical figure is above the prewar figure ? 

Mr. Bissett. Above the prewar figure now. I think that Dr. Fitz- 
gerald can now give you some details on coal. 

Dr. Frrzceratp, Prewar monthly production of coal in the Federal 
Republic was 11.4 million tons a month. Immediately after the war 
in 1947 production was only about half that rate, 5.9 million tons a 
month. It has gradually increased and steadily increased, and in 
the first 6 months of 1951 the monthly coal production is just slightly 
under 10 million tons a month. Still, as you will note, it is about 10 
percent below prewar. 

There are several reasons for thé failure of coal production to ad- 
vance more rapidly than it has, including this housing which was 
mentioned earlier. Additional factors include the fact that the owner- 
ship of the mines has been unsettled until quite recently, and without 
firm ownership the incentive of management to press forward more 
vigorously on increasing coal production was largely lacking. 

We are estimating that in 1951-1952 the Federal Republic’s coal 
production may reach 45 million tons, or 3 or 4 percent above prewar. 
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I think that estimate is rather optimistic on the basis of the actual ex- 
perience during the first quarter of this current fiscal year. 

Mr. Gary. How much of that coal have they been exporting? 

Dr. Frrzgeratp. The exports of German coal before the war—and 
this is the Federal Republic—34,000,000 tons annually. Exports in 
1949 and 1950 both were around 25,000,000 tons. We are carrying an 
estimate of a somewhat lower figure for exports for 1951-52. 

The present authorized exports by the International Authority for 
the Ruhr is about 6.2 million tons a quarter. 

The German industrial production has increased so rapidly in the 
last 12 to 18 months, as in other parts of Western Europe, that Ger- 
man coal production has not kept up with the requirements, and Ger- 
many is importing at this time United States coal at the rate of 
1,000,000 tons or soa month. We are currently estimating that their 
imports from the United States this fiscal year will run as much as 
6,000,000 tons for the year as a whole. 

Mr. Gary. It was generally agreed back in 1947 that restoration 
of the production in the Ruhr was essential to the restoration of 
Europe. It appears that marked progress has been made toward 
that goal. 

Dr. Frrzceravp. Coal production has gone up from about 6,000,000 
tons a month in 1947, the year you mentioned, to practically 10,000,000 
tons the first half of this year, and can well go up a good deal more. 

I heard a couple of days ago that the Germans have sunk only four 
new mine shafts since the war, and further opening up of new coal 
mines, as well as improving the efficiency of coal production in the 
existing mines, could, in our opinion, step-up daily production in the 
Ruhr to 340,000 tons or 350,000 tons a day, as compared to the present 
280,000 to 290,000. 

With coal at that rate coming out of the Ruhr the requirements of 
Europe for coal can be satisfied from production from the area which 
we think is a very important and essential thing, because it does not 
make good economics in the long run to haul coal from the United 
States to Europe. 


DISCUSSION OF YOUTH CONFERENCE STAGED BY RUSSIANS IN BERLIN 


WITNESS 
HENRY COX, OFFICE OF GERMAN POLITICAL AFFAIRS 


Mr. Gary. I told Mr. Martin during the recess, that Mr. McCloy 
had discussed with our committee during the GARIO hearings the 
Russian Youth Movement in Germany and had shown us some rather 
interesting pictures of the Youth Conference that was staged in 
Berlin by the Russians a year ago. Since Mr. McCloy testified there 
has been another Youth Conference in Berlin, and I think that it 
would be well to get a brief statement in the record as to that con- 
ference. Mr. MeCloy informed us that his organization was pre- 
paring some counter measures. I noticed from the newspapers that 
Miss Germany, the glamour girl of the occasion, deserted and came 
over to our side, which created some publicity. 

Mr. Martin said that he would bring someone in to give us that 
story. 
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Mr. Martin. I would like to introduce Mr. Henry Cox of the Office 
of German Political Affairs, who was in Berlin during the session. 

Mr. Gary. Do not go into too much detail, Mr. Cox, but just give 
us an over-all picture of what happened and an evaluation of the 
success of the event. 

Mr. Cox. Perhaps to start I should just sketch in a little bit of the 
background data. 

Prior to the actual rally itself the Communists had set as their goal 
2,000,000—that. is, to bring 2,000,000 young people to East Berlin 
for this third in a series of Communist world youth festivals. The 
first was held in Prague in 1947. The second was held in Budapest 
in 1949, and this is the third in the series. 

Mr. Gary. This was more extensive than the rally of the previous 
year ¢ 

Mr. Cox. Yes. 

The rally last year was an all-German rally. This rally was a 
world festival and had representatives from all parts of the world 
including, unfortunately, a half dozen Americans. 

Last year they set approximately 500,000 as their goal, and our 
conservative estimate is that they very nearly achieved that goal 
From 450,000 to 500,000 actually attended. 

This year, as I indicated, their goal was 2,000,000, and our con- 
servative estimate is that they succeeded in bringing approximately 
1,500,000 youths to East Berlin. 

The majority of the youths who came to the rally were East Ger- 
mans. Thére were approximately 25,000 West Germans who came 
to East Berlin and approximately 25,000 or 30,000 representatives 
of countries other than Germany—Soviet satellite countries, and a 
miscellaneous grouping from countries such as Indonesia, Korea, 
Scotland, Canada, and so forth. 

As far as the success or the failure of the rally from the Communist 
point of view is concerned, I think that we have to break it down 
somewhat as follows: They made a consistent effort to hermetically 
seal off the foreign delegates from the rest of the participants. By 
foreign delegates, I mean the Soviets and Soviet satellite representa- 
tives and the West Germans. Also included in that category would 
be delegations from the Western European countries and from such 
countries as Indonesia and Korea. They sealed those people off 
rather effectively from any contact with the East Germans, and as a 
result of that, plus a more preferential level of treatment in feeding 
them and in housing them and in organizing their entertainment, the 
effect upon the foreign delegates was, I think, far greater and more 
advantageous from the Communist standpoint than was the effect on 
the East Germans who formed the bulk of the participants. 

The rally, as you recall, was sponsored by two Communist-front 
organizations, the World Federation of Democratic Youth, and the 
International Union of Students, and the so-called Free German 
Youth, the mass Communist youth organization for the Soviet Zone. 
was the host organization. The hosts, unfortunately for the Com- 
munists and fortunately for us, took quite a beating. They received 
the poorest rations, in fact, almost substandard. Their housing was 
extremely poor. In most cases they were quartered in tent villages. 
The sanitation facilities were very poor, if not completely lacking. 
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As a result of this treatment, plus the great appeal which West Ber- 
lin has for all Germans, particularly those residing under the Soviet 
yoke in East Germany, by conservative estimate 600,000 of these 
youths came to West Berlin during the course of the 2-week rally. 
Some estimates run as high as 1,200,000, but I think that I can say 
that somewhere between 600,000 and 1,000,000 East Germans came 
into West Berlin to see what the free world looked like. 

One of the chief reasons. they came, I believe, was that they had 
been faithful listeners to RIAS, the radio in the American sector, 
which beams its program to the Communist zone. Immediately _— 
arriving in West Berlin, large numbers of these young people asked 
the location of RIAS and proceeded there directly. 

We had from 4,000 to 5,000 a day on some days coming to RIAS to 
see the radio installation itself, to see some of the political commen- 
tators whom they heard regularly, and to see some of the entertainers. 
The highlight of the trip I made to Berlin, without any ques- 
tion, was the experience I had in RIAS in one of the large studios 
which they had set aside for the visiting young people. 

They brought them in groups of approximately 150 into a large 
studio which had been set aside for the purpose. They had a brief 
welcoming speech and then threw open the session for questions. Rep- 
resentatives of the Federal Republic of Germany and of the West 
Berlin city government answered their questions in a forthright, 
honest. manner, and on occasion actually expressed some dissatisfac- 
tion with allied policies which, I think, for the purposes of this meet- 
ing, was highly significant. It was an impressive experience for 
those East Germans. 

One Bundestag delegate in particular lost no opportunity te point 
out to these young people as he went along in the questions that—here 
was a question, for example, which could never be asked in the Soviet 
Zone of Germany. 

Mr. McCloy, the United States High Commissioner for Germany, 
who devoted some of his time to these sessions, also pointed that out 
and asked them at one point whether they could conceive of asking 
such a question of the Chief of the Soviet Control Commission, Gen- 
eral Chuikoy. There was great laughter and general applause at that 
point. 

I think that was the most significant thing we did in Berlin during 
this rally. We did it not only at RIAS, but also at a great many of the 
youth centers throughout West Berlin. We served approximately 
300,000 hot meals for these people and we passed out roughly 1,500,000 
pieces of propaganda literature of various kinds. 

The youth who came to RIAS were principally interested in serious 
political problems. Their questioning was directed in that vein. They 
would ask about the Schuman Plan, about the West German contribu- 
tion to NATO, about the progress, or the probable success of the con- 
tractual agreements with West Germany. They asked about the 
United States policy on the Oder-Neisse line, and the eastern terri- 
tories. All these questions were very serious political questions and 
many of them reflected the effects of Communist propaganda. 

One in particular I recall pertained to the Marshall Plan aid which 
we had given to Germany. One young man got up and asked—How 
can Germany ever repay Marshall Plan aid, indicating that the Com- 
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munist propaganda line had been effective in convincing them that 
this money had to be repaid at some time. 

So I would say in conclusion that as far as the foreign delegations 
were concerned, and that includes the Western Germans for these 
purposes, the effect of the rally was a good [effect] from the Com- 
munist. point of view. As far as the East Germans were concerned, 
who had the opportunity to have this West Berlin experience and to 
peer through the slit in the Iron Curtain, it was somewhat of a failure. 

Mr. Gary. Were most of the youths who came over to West Berlin 
East German residents ? 

Mr. Cox. Yes. The bulk of them were East Germans. There were 
perhaps a few West Germans who came over. There were very few 
non-German delegates who strayed over. 

1 would like to say that one conclusion that can be drawn from 
the festival experience is that East German youth, by and large, have 
not been captured by the Communists. While there is perhaps a group 
of 10 percent or so who are either ideologically enthusiastic and ideo- 
logically convinced, or are cooperating because of the material benefits 
that are derived from such cooperation, the bulk of these young people 
are not convinced Communists. 

Mr. Gary. They do have a rather effective program among the 
youth, however, and they are making more progress with the youth 
than with the adults. ; 

Mr. Cox. That is correct. It is typical—and I think we can say 
this of all totalitarian movements—that they center their attention 
and emphasis on the youth because they are building for tomorrow. 
All they are interested in with respect to the older generation is to 
keep them in line. 


ANALYSIS OF PROGRAM 


Mr. Gary. Mr. Bissell, you have a total estimated dollar aid for 
Germany of $114,300,000. 

Mr. Bissexix. That is correct. 

Mr. Gary. Will yqu give us the program for that now? 

Mr. Bissetu. Of that amount. $14,300,000 was covered out of funds 
from the fiscal year 1951 appropriation which were obligated prior 
to the end of the fiscal year 1951. That advance in the case of Ger- 
many was the largest single component of the total of some $30,000,000 
of such advance obligations. 

For the balance of $100,000,000, the program is as follows: 

Food, $37.5 million; other agricultural products, $6 million; fuels, 
$9 million; industrial raw materials, $36.2 million; other manufac- 
tures and raw materials, $1.3 million. 

That makes a total of $90 million for commodity imports and ap- 
proximately $10 million we have allowed for transportation. 

I would like also, if I may, to give you a few figures on German 
total imports. 

Mr. WiaeLeswortH. That means that none of the $114 million 
is going to the High Commissioner’s program ? 

Mr. BisseLtu. Some of the counterpart will in all probability, Mr. 
Wigglesworth, but there is no allowance for direct dollar costs in 
support of any such program. Of course, if you refer to any admin- 
istrative costs, those are not included in these aid figures that we are 
here discussing. 
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In my testimony on Germany up to this point I have indicated what 
increase in-total German production we consider possible, what Ger- 
man military contribution we think can be made within that increase 
of total production, and of course, the last part of the outline is an 
indication of the imports that Germany will require to sustain the 
record production, the total production, that we believe possible, and 
what exports the Germans can make to pay for their own imports. 

There I would like to give you the same figures that I have for 
the other countries. 

Total imports of goods and services together, 1950-51, the dollar 
imports were $686.9 million. 

We believe it will be necessary for Germany to import $867.4 
million of goods and services in the current fiscal year. If that is 
deflated to take out the effect of price changes, it would be a total of 
$753.6 million. Even that is approximately $67 million of an in- 
crease just in volume over the previous fiscal year, and of course it 
is an increase of $180 million measured at current prices. 

There is, of course, an offset to that because exports in current 
prices we expect will increase from $392.3 million in the fiscal year 
1951 to $437.6 million in the fiscal year 1952. In other words, about 
a $45 million increase in exports against about a $180 million increase 
in imports into Germany. 

The principal items, are in gold and dollar imports, and the most 
important of those gold and dollar imports are, of course, food and 
various feed and raw materials with rather large items for fuel im- 
ports from the United States, or from United States oil companies. 

1 will give you just a few of these figures and Dr. Fitzgerald can 
go into them and give you more detail, if you wish. 

United States, total food imports estimated, $197.6 million. An- 
other $12.9 million from Canada, and $156.6 million from Latin 
America. Some part of that would have to be paid for in dollars. 

Feed, 2 million from the United States. Natural fibers, $137 
million from the United States. Another $47.5 million from Latin 
America. Again, part of that might have to be paid for in dollars. 

Fuels : $82.4 million from the Western Hemisphere. 

Industrial raw materials, $29.4 million from the United States, 
and $9.2 million from Canada, and $61.7 million from Latin Amer- 
ica, and as you will note, in the ECA program itself there is an allow- 
ance for more than the raw materials coming from the United States 
to cover some part of the imports from Latin America and Canada. 


EXPORTATION 


Now, as to Germany and exports, I should like to say that they 
have been doing well. Almost for the whole of the first half of the 
calendar year 1951 German total exports were close to total imports. 
In the first quarter imports were still considerably above, but in the 
second quarter the total exports were actually greater than the total 
imports. Unfortunately, however, that relationship does not hold 
as far as the Western Hemisphere trade itself is concerned. A lot 
of that surplus was a surplus in trade with Europe and with sterling 
areas, 
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We are running into a situation which we have already seen in 
specific instances where the needs of the European countries compete 
with the rearmament program. 

Britain is a heavy importer of German steel. You may have seen 
in the papers some days ago that the British had been trying to obtain 
more steel from her. They cannot get it. We cannot afford any- 
where near to meet their needs. We are definitely encouraging the 
British to try to get more German steel. That, I think, is bound to 
cut into German exports of steel mill products to the United States. 
It is a More economic operation, and it is a very clear illustration that 
happens to be before us at this moment of the way in which European 
rearmament is directly competing with dollar earning exports. That 
is the principal limiting factor on export earnings to which I wish to 
draw your attention. : 

Dr. Fitzgerald has already referred to the rather peculiar position 
with respect to coal whereby Germany is exporting coal in large 
tonnages to the rest.of Europe at about $14 a ton or $15 a ton at the 
border and importing coal from the United States at $23 a ton, landed 
cost, in the north German ports. 

It is normal, or has been in the past, for Germany to export coal 
to France and Italy and southeastern Europe and import British 
coal, and that is an economical trend, but the present one is a very 
costly one to Germany and again it is one of the kinds of factors 
that affects their dollar expenses and earnings. The coal they sell 
in Europe they sell for European currency and the coal they buy 
from here costs them dollars. 


IMPORTATION OF TOBACCO 


Mr. Gary. What is the tobacco situation ? 

Dr. Firzerratp, The German tobacco situation has been addition- 
ally complicated by the fact that our earlier preliminary discussions 
with the Germans on their import program for 1951-52 has had to 
be reexamined in the light of the facts there is obviously going to be 
substantially less ECA aid available. The Germans are rather hesi- 
tant now to develop any firm tobacco import program for the current 
fiscal year pending more clarification on the aid figure. 

At the time that we were discussing the program on the basis of 
somewhat larger aid figures, the Germans were considering an import 
program for American tobacco for about $40 million. Of that- quan- 
tity, some $8 or $9 million would be for cigar leaf tobacco and the 
balance for cigarette tobacco, and of the cigarette tobacco, a very 
major portion would be the bright. 

We did authorize, as you may know, sir, late in 1951 around $7 
million worth of tobacco purchases in the United States. Those 
purchases, together with stocks already on hand, provided the Ger- 
mans as of July 1 with about 12 months’ stocks of United States 
tobacco. 

This current blend is roughly 60 percent American tobacco and 37 
percent oriental and home-grown tobacco. That blend of tobacco is 
satisfactory to German consumers, and the German manufacturers 
are very desirous, of course, of maintaining those blends. 
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The black-market situation in tobacco in Western Germany is, in 
our opinion, quite unsatisfactory. One can never get an official esti- 
mate of what a black market is, otherwise I would assume that it 
would not be a black market, but the unofficial estimates are that 
there are about 6 billion cigarettes, almost wholly American make, 
sold in the black market in German annually. Gne of the reasons 
for that, of course, is the tobacco tax on all cigarettes, including Ger- 
man-manufactured cigarettes, which is very high. 

Furthermore, until most recently, the control of imports was very 
loose and the opportunity for moving cigarettes into the German 
market and evading import border inspectors, was very great. 

Mr. Gary. You mean bootlegging in Germany cigarettes made in 
the United States? 

Dr. Frrzcrrarp. Yes. There is some question as to whether a good 
many of those cigarettes are not made behind the iron curtain and 
marked American cigarettes, but there is unquestionably a deal 
of black marketing of American cigarettes. Some are black-market- 
ed as the result of our troops. It comes from their allocation of cig- 
arettes. They are allowed a carton and a half of cigarettes. To those 
who are light smokers that leaves some over for trading with the 
Germans. 

Again, the estimate is subject to a wide margin of error, but the 
estimate is that perhaps 1 billion of the 6 billion cigarettes do come 
through troops stationed in Western Germany. 

We have recently asked our mission in Frankfurt to discuss with 
the Germans their tobacco import program on the assumption of the 
figures shown in this table, and we hope early next week to have 
some indication of what their new plans are. 


COUNTERPART FUNDS 


Mr. Gary. What about counterpart funds? 

Mr. Bissett. There are two rather separate counterpart funds. One 
is the counterpart generated by the ECA program; the other is the 
remaining counterpart of the so-called GARIOA program, which is 
Government relief in occupied areas. Those are administered in the 
same way and through the same procedures, but the legal status of 
the two is different, so I will not combine them in these figures. 

Mr. Gary. This committee also handled GARIO, so we are more or 
less familiar with it. 

Mr. Brsseiti. The adjusted dollar value of deposits of ERP counter- 
part is $1.03 billion as of June 1, 1930. Of this total, $49,900,000 is 
the 5 percent counterpart reserved for the United States, and $50.8 
million was transferred to the GARIO counterpart account, and the 
balance to which title remains in the Federal Republic was $930.6 
million. Of that, $842.5 million has been approved for withdrawal, 
and all but $1 million of that which has been approved has in fact 
been withdrawn. 

The purposes are these: $628.4 million for the promotion of produc- 
tion, and that in turn is broken down, $70.5 million for agriculture; 
$82.4 million for coal mining and $176.5 million for manufacturing. 
In addition $231.1 million was for transportation, communication, and 
utilities, and much the larger part of that, namely, $166.6 million, has 
gone into the electric, gas, and power facilities of Germany. 
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The other purposes for which counterpart has been approved, still 
in the total of $842.5 million, were $143.7 million of drawing rights 
extended by Germany to other countries under the intra-European 
payment plan which preceded the European Payments Union. That 
was the counterpart of conditional aid to Germany—$55.3 million has 
gone into housing, and that, I think, is the only other significant item. 

Now, turning to the GARIOA counterpart, the total deposits, cumu- 
lative to date, are $342.1 million, including the transfer that I re- 
ferred to above. There have been disbursements of $236.4 million. 
Of those, $84.5 million have gone for, I assume, administrative costs 
of the High Commission establishment and $69 million for unemploy- 
ment, relief in Berlin, $32.1 million for support of the Berlin Govern- 
ment, and $23.8 million for the investment program in Berlin. 

There have been a few other minor items in the GARIOA counter- 
part. I might say, sir, I understand it to be Mr. McCloy’s proposal 
that a sizable reserve of counterpart, preferably in the GARIOA ac- 
count, should be obtained or built up during the next 2 or 3 months 
to be available to cover support of United States forces when the 
contractual arrangement goes into effect, and also possibly to cover 
contributions to Berlin of one of the several forms that I have here 
referred to. You will note there was as of June 30 over $100 million 
worth of GARIOA counterpart still remaining uncommitted, and I 
do not know the details of this plan at the moment, but 1 would pre- 
sume there may be further sums transferred perhaps from ECA 
counterpart into that total, so that adequate funds will be available. 

I believe that in the long run the cost of the United States Military 
Establishment and of other United States establishments in Germany 
will presumably have to be met out of departmental appropriations, 
as is the case in all other countries, but there will be a period in the 
latter half of this fiscal year in which large payments of this sort, 
large expenses, may have to be met in Germany which have not been 
budgeted in the fiscal 1952 legislation. 

(The following statement was subsequently submitted at the re- 
quest of the committee :) 


CONSIDERATION OF PRISONER-OF-WAR ACCOUNT FUNDS IN ESTIMATING ECONOMIC 
ASSISTANCE FOR WESTERN GERMANY 


The prisoner-of-war account and all payments which have been made from it, 
are in local currency. The balance which will accrue to the Secretary of State, 
if language now in the House version of the foreign-aid bill is accepted, will 
be in the form of deutschemarks and not in dollars. This fund, accordingly, 
could not be used to alleviate foreign exchange deficits which are anticipated 
for Western Germany during the coming year. 

The account originally totaled approximately 150 million deutschemarks. 
Claims have been presented or payments have been made for about 25 million 
deutschemarks. Although some claims are still being presented, it is probable 
that over 100 million deutschemarks will eventually become available for other 
purposes. This fund may be used to compensate in part for the decline in 
counterpart funds which will follow the reduction in economic assistance to 
Germany and thus permit continuance of some of the programs now handled 
by the Department of State and financed by transfers of ECA counterpart. Alter- 
natively, the fund might be used to pay certain costs of the United States High 
Commissioner for which occupation costs will not be levied after a contractual 
agreement comes into effect, and thus reduce the need of the United States High 
Commissioner for dollar appropriations. 
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AGRICULTURAL PRODUCTION 


Mr. Wicereswortu. What does the agricultural production index 
show! I donot think you have given us that. 

Dr. Frrzceraup. For 1950-51, 103 percent of prewar. Approxi- 
mately the same—I think 102 may be our forecast—for this coming 
year. 

STATUS OF BUDGET AND CURRENCY 


Mr. Wicetrsworrn. What is the general picture as to the budget 
and currency? Is the budget in balance or not? 

Mr. Bissetu. My impression, sir, is that it is not. I will give you 
these figures, sir, in millions of deutschemarks. 

For the fiscal year ending last March, which was the last one for 
which I have the actual figures, total central government revenue was 
20,887,000,000. Total expenditure was 24,519,000,000. 

Mr. Wiceieswortn. Dollars? 

Mr. Brssewi. No, sir; these are in deutschemarks. 

Mr. Wiceiesworrn. Deutschemarks. 

Mr. Bissett. They are just about four to the dollar. 

As to the more important items in the budget, I think the largest 
single item in that year in the expenditure side was 9.5 billion for 
civil government. There was an item of 4 billion deutschemarks 
which is listed as expense directly resulting from the war. I would 
presume that that is almost all occupation cost. I am not entirely 
certain. 

I am sorry; that, I imagine, is reconstruction expense of one kind 
or another. There is an item for occupation cost of 4,358,000,000 
deutschemarks. There is an item of grants and loans for domestic cap- 
ital outlay of 3.1 billion, reflecting again this phenomenon of financing 
of capital investment even in private industry through the public 
budget. ‘There is an item for subsidies and current supports of gov- 
ernment enterprises, which is just over a billion deutschemarks. 

I believe that in the German case the larger part of that is the losses 
of government enterprises, especially the railways, rather than direct 
subsidies. It may be, also, that there are coal-mine subsidies in there, 
because the price of German coal exported has been the subject of 
international agreement and the Germans have not been allowed to 
raise it as they wished. They have deliberately kept down the domes- 
tic price of coal. I suspect that the coal subsidies comes in here. 

I should correct one statement, sir. Those figures were for the 
Federal Republic and the 11 Laender governments. It is not all 
Federal Government, but it does go beyond the central Government. 


INFLATION 


Mr. Wiceteswortn. Is there inflation to be found in the German 
picture ¢ 

Mr. Bissevx. I think, sir, to date, Germany, somewhat like Italy, 
has not felt the impact of inflation too seriously. The consumer price 
index in the middle of 1951 was about 10 or 11 percent above the level 
of the middle of 1950. That meant, however, that it had only risen 
back to about the level at which it stood in the first quarter of 1949, 
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so in effect the German consumer had something of a benefit for about 
a year and a half, Which has been lost since that time. 

There is evidence that wholesale prices have leveled off since the 
calendar year 1951 after quite a sharp rise just at the end of 1950. 
That was in the middle of last winter. 

In the consumer price index food has shown the sharpest rise. That 
is not surprising in view of the dependence of Germany on imports. 

The volume of money, measured as currency, coupled with de- 
posits, has been pretty stable in the first half of 1951. It rose pretty 
steadily—I suppose about 10 or 15 percent—during 1950. Our judg- 
ment is, however, that that degree of monetary expansion which has 
occurred so far is perfectly healthy. It has been little greater than 
the expansion in production, and so far does not represent a serious 
problem. 

Germany ran into a particular foreign trade problem in its Euro- 
pean trade last winter and in the early part of this calendar year. 
The Germans, along with the other members of the organization for 
European Economic Cooperation removed most of the direct controls 
on imports for trade in the European and Sterling area. They then 
began to import at a very high rate indeed, and ran a huge deficit 
with the European payments union. In the last 3 or 4 months—more 
than that. Beginning really about May that has been brought under 
control and reversed. The Germans had to reimpose some restrictions 
which we think they can afford to remove in the course of the next 2 
or 3 months. 


RELATIONSHIP BETWEEN INCREASE IN IMPORTS AND MILITARY PRODUCTION 


Mr. WicGieswortu. I note that you estimate a necessary increase 
in imports of about $200 million as compared with an estimated in- 
crease in production for military purposes of $600 million, which 
seems to present the same coincidence that we found in another coun- 
try of the need of an increase of $1 in imports for every $3 increase 
in military production. 

Mr. Bissett. Mr. Wigglesworth, I think in this case it is quite defi- 
nitely coincidental. The relationship concerning which we have tried 
to make a judgment country by country and on which I think a judg- 
ment is possible is a relationship between imports and the total pro- 
duction, as measured by gross national product. I would expect, for 
instance, that an increase in domestic production in Germany, even 
if all of it went into a higher standard of living, would have nearly 
the same effect on imports as an increase in production going into 
military purposes. 

In the German case, of course, the increase is about $2,100,000,000 
in gross national product from fiscal 1951 to fiscal 1952, at constant 
prices. I think the figure you refer to for the increase in imports, in 
terms of constant prices, was some $67 million. 

Mr. Wicc.esworrn. I thought you gave us a figure of an increase 
to $686.9 million from $867.4 million for imports, and I thought the 
increase in military went from about $1.2 billion to $1.870 billion. 

Mr. BisseLt. Those figures are correct, sir. I did not mean to ques- 
tion them. I was trying to explain what I thought were the most 
relevant comparisons, 
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At any rate, let me put it this way: The way we would arrive at 
that conclusion is by the following chain of reasoning: To secure an 
increase of $2.1 billion in gross national product, German imports 
would have to increase. The volume of German dollar imports would 
have to increase from $686.9 million to $753.6 million, which is the 
figure for 1952 expressed in terms of constant, 1951, dollars, That, as 
I said, is an increase of just under $70 million in the volume of im- 
ports from the dollar area associated with the $2.1 billion increase in 
gross national product. If out of the increase in gross national 
product the portion that we have here indicated goes to military pur- 
poses, then the result you have referred to follows. 

I think it is appropriate, sir, to compare the increase in volume of 
imports, because th» figures for gross national product are also in 
terms of constant prices. Actually, there will be a larger increase 
than the one I have mentioned in gross national product if no adjust- 
ment is made for price changes, to eliminate the effect of price changes. 


BALANCE OF PAYMENTS 


REASON FOR INCLUDING OTHER THAN FOOD ITEMS IN PROGRAM 


Mr. Wiccieswortn. I note that the dollar gap is closing, but that 
your estimate for the adverse balance is $149.3 ction: My impression 
is that when I was last in Germany the opinion prevailed that it should 
be possible for Germany to be self-supporting except in the field of 
food. I see that you plan in this year to provide various items other 
than food. Is that a temporary situation? Do you differ from the 
thought expressed that Germany should become self-supporting except 
as to food ¢ 

Dr. Frrzcrratp. Might I make a couple of comments first, Mr. 
Chairman ¢ 

I think, as we have already indicated, Mr. Wigglesworth, there is 
one exceptional situation this year, and that is the importation of coal 
by Germany, which we estimate during the current fiscal year may 
amount to as much as 6 million tons worth f. 0. b. around $6 million. 

Germany also, of course, needs very substantial imports of a wide 
range of industrial raw materials. It has to import iron ore. It has 
to import copper and most of the nonferrous metals. So it will always 
show in any gross table that a very substantial volume of imports of 
industrial raw materials and of semimanufactured products is re- 
quired. Unquestionably, of course—and it is indicated in the tables 
before you—the volume of German exports of manufactured industrial 
products will very much more than pay for the necessary raw ma- 
terials imports and will cover some part of their food imports. I 
‘an give you some details, if you care to have them, sir. 

Mr. WiccieswortH. What F have in mind is this: The program you 
gave us as designed to fill this dollar gap includes not only food but 
fuels and industrial raw materials and other raw materials and some 
agricultural items and transportation and so forth. Why does that 
have to be covered by ECA ? 

Mr. Bisseixi. I think, Mr. Wigglesworth, we could perfectly well 
alter this commodity program in such a way as to use virtually the full 
amount that is here proposed for food imports. Actually, I think 
there is a strong case for financing some of these temporary and, we 
hope, nonrecurring coal imports with ECA funds. We have often or 
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usually found it convenient to cover the cost of ocean transportation 
on especially bulk commoditites. 

Our reasons for proposing to include a considerable sum for in- 
dustrial raw materials in addition to food and fuel in the ECA pro- 
gram I would guess are that it may be a help in connection with the 
effort to secure some international control of raw materials. For 
instance, I suspect that in the case of certain of the raw materials 
produced in Latin America it would be preferable on the whole for us 
to be financing those if dollars have to be spent for them anway, so 
that we will both know more of what is going on and have some con- 
trol over it. 

But there is no doubt whatever that the funds could be used for 
rather different commodities than those. 

On your general question, sir, I would just like to express my agree- 
ment with Dr. Fitzgerald. I think that I would hope that Germany 
can in rather short order become fully self-supporting, but it will 
still, so long as Western Germany, especially, is cut off from the east, 
have to have heavy food and raw-material imports. One can hope 
that the German capacity to earn foreign exchange and especially to 
earn dollars will expand to a point where they can cover these costs. 

Mr. WiccLEeswortH. Completely ? 

Mr. Bissett. Completely; yes, sir. 


CAPITAL OPERATIONS 


Mr. Wiceieswortn. Now will you say something about the capital 
operations ¢ 

Mr. Bisseix. Yes, sir. 

Mr. Wiceieswortu. Item 8. 

Mr. Bissett. As you see, sir, the total there shown in both the 
United States column and the total gold and dollar column is a plus 
item of $200.8 million. That is a single item which is substantially 
for military expenditures by the United States in Germany. We 
have allowed for some expenditures to cover United States costs in 
Germany after occupation costs cease to be paid by the German Gov- 
ernment. We have allowed, I believe, for some offshore procwrement 
in Germany. I can tell you the exact amount, although these are just 
very rough and preliminary figures. 

No; there is no allowance for such off-shore procurement of military 
end items in Germany. I was wrong about that. All of this is the 
United States Defense Department disbursements, net of that part of 
such disbursements which is directly or immediately balanced be dol- 
lar cost ; that is, which is transferred or remitted to the United States 

Mr. WiceiteswortH. You say a part of that is for anticipated occu- 
pation costs? 

Mr. Bissecu. No, sir; I think I was wrong on that. I think this 
covers the disbursements simply on the basis of present arrangements. 
I would like to get Mr. O’Hara’s comments, because these figures were 
worked out with him. 

Mr. O’Hara. There are a number of things which enter into the 
disbursements that are made in Germany which are not covered by 
the occupation costs. 

Mr. WiceieswortH. But my question is: What does this figure of 
$200.8 million under net capital operations in the balance of pay- 
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ments statement include? Does it or does it not include anything for 
anticipated payment of occupation costs after the agreement is worked 
out in Germany ¢ 

Mr. O'Hara. It does not. 

Mr. WicGieswortu. It does not? 

Mr. O'Hara. The figures that were given to the Economic Cooper- 
ation Administration represented the costs of military pay and other 
similar items which are actually paid out in dollar disbursements 
within Germany, net of returns through the military payment certifi- 
cates system and PX’s, commissaries and APO’s. 

Mr. Bissewx. I think, Mr. Wigglesworth, the gross figure is about 
$297 million in the case ‘of Germany. 

Mr. O'Hara. Approximately $300 million. 

Mr. Bissey. Just under $300 million, of which approximately one- 
third is returned. 

Mr. O'Hara. That is correct. The increase is based upon the in- 
crease in the number of troops, which has already been announced. 


RESERVES 


Mr. Wiceteswortn. What reserves, if any, are there in the German 
picture / 

Mr. Bissett. The German reserves as of the end of June, sir, stood 
at $357 million and were up about $125 million during the course of 
the fiscal year just ended. They have continued to rise somewhat. At 
least, they did during July and probably have continued to during 
the month of August. 

Mr. Wiceiesworru. No World Bank or Export-Import Bank or 
private financing is contemplated ¢ 

Mr. Bissetn. No, sir. 

Mr. Wice_eswortu. No repayments to this country by Germany 
en than what you have just indicated ¢ 

-. Bisset. That is correct, sir. No allowance for repayments. 


GROSS DEBT AND GOLD AND DOLLAR RESERVES 


Mr. WicGLesworrn. Will you give us the same information as to 
debt 

Mr. Bisseiu. I will try to provide that, sir. I think I am going to 
find that it is impossible to define German external debt at the. present 
time. For instance, all of the ERP funds furnished to Germany I 
think for the first 2 years simply represent today a theoretical or 
possible claim of the United States against the German Republic. 

(The information is as follows :) 


Germany 
Gross debt (millions of dollars) : 


Total Government debt, Mar. 31, 1951_____ DESI PRS Ls PEM i ick 3 ANGE dete 2 ile di $4,341 
ce SEE SE EPO SST Te PL LORE We eee PA ENE A og 134 
SSIES ELST EAI PLE B beh Te Sa Fa a * 4,307 

Classification of debt by creditor currency : 
United States dollar__.._...__._-- FSI REALE IR GOT TE ee? | eS Wn 19 


Set SES Sa 9 nn ae aie Pee ne Se Te aede ee Ra De 9 
El tar EE eI ES SN RE al i ahem =, blir clad: Mala SES 6. 
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Germany—Continued 


Gold and dollar reserves (millions of dollars) : 


SI TR i i i Sa ree et IEE $7 
TO III oa scot ie wince eerste nee SERA aD eS 7 
I SR oat BB a ac at ‘é 90 
RB Ae BB Gis Re 5S is ae Se a eae etek Se aee, 179 
September 1949 (devaluation date) __-_____ 21 ROTPE Shatpe es 0s toe Dre 8 PTE. 148 
NI i i i a ec a ed a 149 
TT OST SE EONS Toe Set OOS, Pope 222 
2 RRR sae SAI Rae lice i enya a sete haber Sag: Ws Soin Saas 357 


1Includes only foreign debt of the Laender. The foreign debt of the central govern- 
ment, both prewar and postwar, is not yet settled. 
2 Of which $3,990 represent debt owed to the banks because of the currency reform. 


Mr. Martin. I might say, Mr. Chairman, that at the present time 
there is in London a tripartite meeting to try to work out the German 
debt situation, prewar and postwar debts, and what the claims are in 
connection with this contractual arrangement. From what I have 
seen of the telegrams there have been few more complicated financial 
negotiations in along time. It is a very difficult question. 

Mr. Gary. I should imagine so. 

(Discussion off the record.) 


OCCUPATION COSTS 


Mr. WiceLeswortn. I am not clear as to what is in prospect with 
reference to the payment of occupation costs when and if pending 
ugreements are worked out. I ns mane you to say that one of the 
iwo manners in which Germany could contribute to this over-all pic- 
ture was in terms of occupation costs. I subsequently gathered that 
Germany might be relieved of that contribution under pending 
arre ingements. 

Mr. Martin. Mr. Wigglesworth, that is a matter which is still under 
negotiation both among the occupying powers and with the Germans. 
I would be glad to indicate where that stands, but I would prefer to 
do it off the record. 

Mr. Wiceieswortn. That is all right. 

(Discussion off the record.) 

Mr. BisseLi. Might I add a word to what Mr. Martin has said, sir, 
to’make this perfectly clear as to the relation to these figures here 
presented ¢ 

First of all, as Mr. O'Hara said, there is no allowance in the figures 
we have taken for United States dollar expenditures in Germany nor 
in the corresponding figure for German dollar receipts from that 
source. There is no allowance for the taking over of any of what are 
today occupation costs. 

Secondly, as I testified a few moments ago, I understand that we will 
accumulate some counterpart funds or have some counterpart funds 
which can be used during the latter half of this fiscal year to pay a 
part of the cost of the United States Military Establishment in Ger- 
many should that prove to be necessary. 

No. 3: As I said at the beginning of the discussion on Ger many, even 
on the basis of the $114 million aid figure, we hope we can induce the 
Germans to make a reasonable contribution to the cost of defense. Out 
of those figures will have to come what is currently being covered by 
occupation costs for the three powers plus any expenses incurred this 
year by the German Government for its own military establishment. 
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The net fact is this: Neither the British nor the French have made 
any allowance in their budgets to pay any part of their occupation 
costs. It seems, therefore, perfectly clear, as Mr. Martin has said, 
that there is an uncovered prospective cost. Either the military estab- 
lishments of what are now the occupying powers will have to take 
on some costs they have not budgeted for, or the Germans will have 
no money for their own military establishment, or this uncovered 
expense will appear in some other form. 


POSSIBILITY OF EXPANDING GROSS NATIONAL PRODUCT 


Mr. WiceLeswortu. I have one other question. You have stated, 
as I understand it, that the gross national product for 1951-52 is 
estimated at $2814 billion. 

Mr. Bisseix. That is correct, sir. 

Mr. WiceLeswortu. Also that there has been and still is a consider- 
able amount of unemployed manpower and facilities. 

Mr. Bisseti. That is also correct, sir. 

Mr. Wicereswortu. How much expansion in their gross national 
product could be expected if those facilities and that manpower were 
put to work? 

Mr. Bisse.y. Well, sir, as I mentioned, on the basis of our original 
proposed aid figure we would hope that Germany could achieve a gross 
national product of $29.1 billion. 

Mr. WiccieswortH. That is the maximum you could foresee? 

Mr. Bisse.i. I am not sure that that is the absolute maximum, sir. 
T should not be surprised if certain of the limits—that is, the limits on 
foreign exchange and perhaps the difficulty in coal production—are 
overcome that that could go up to over $30 billion. Certainly it 
could go to that rate, I should think, by the end of the current fiscal 
year. 

I would like to say, sir, that even at that rate I think considerable 
unemployment would remain in Germany. I am sure that one part 
of the German unemployment problem is that with this large influx 
of refugees the industrial and productive facilities of Germany will 
be fully employed some time before the labor force will be fully em- 
ployed. The labor force is too big for the industrial base in the 
country. It may be that over 3 or 4 or 5 years, if there is a steady 
expansion of the German productive capacity in the physical sense 
that the base will be so broadened that it could absorb the whole of 
the labor force, but I am confident that that could not be done in the 
next year, and quite possibly not in the next 2 years, even if the dol- 
lars and other foreign exchange were available and the raw materials 
could be provided. 

Mr. Wiccieswortn. Assuming that Western Germany is going to 
«cooperate in the over-all NATO picture, this is another spot where 
there is very substantial possibility for additional help which is not 
being utilized now. 

Mr. Bissetu. That is correct, sir. 
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DISMANTLING OF GERMANY 


Mr. Wieciesworrn. Have you any figure that will show the over-all 
‘apacity which was lost by dismantling i in Western Germany ‘ 

Mr. Bissexi. I do not have such a ‘figure offhand, sir. 1 can try 
to get it for you. I can certainly get it for one or two of the key indus- 
tries, such as steel. 

Mr. WiccLeswortn. Is any of that capacity being rebuilt at this 
time ¢ 

Mr. Bissetx. I am sorry to say, sir; I cannot answer that question. 
Again, I can find out. 

Mr. Wiccresworrs. If possible, would you supply answers to both 
of those questions when you revise your remarks / 

Mr. Bissety. I will, sir. 

(The information is as follows :) 


GERMAN PRODUCTIVE CAPACITY AFFECTED BY DISMANTLING 


The following is a comparison of productive capacity dismantled and restored, 
based on information currently available. No data exist on dismantlement or 
restoration of specific plants. 

Crude steel capacity at present is estimated at 14%4 million tons against a 
prewar capacity of 80 million. Because of limitations on steel production im- 
posed by the occupying powers, restoration after removals has been negligible. 

In the aluminum industry 40,000 tons producing capacity were removed. 
Capacity for 6,000 tons has been rebuilt. There are plans for adding 22,000 
more tons, 

Six thousand tons of magnesium producing capacity has been removed for 
reparation purposes; none has been rebuilt. 

In the case of synthetic rubber about 1,600 tons were removed. W ith existing 
plant capacity production is expected to start in November at a rate of 500 tons 
per month. 

Chlorine production capacity of 41,000*tons has been removed while 224,000 
tons was retained. Productive capacity has been increased to the preremoval 
level. 

Current production in the machinery field is running at a rate 52 percent 
higher than the 1936 level. It is thus evident that most of the capacity removed 
has been restored. 

In the chemical and nonferrous fields dismantled plant capacity has mostly 
been restored except for explosives and munitions. 

Because of limitations on capacity only small replacements have occurred in 
the shipbuilding industry. 


Mr. Wiacteswortu. I believe that is all, Mr. Chairman. 
(Discussion off the record.) 


Monpay, Sepremser 24, 1951. 


AUSTRIA 


Mr. Gary. The committee will please come to order. We will take 
up this morning the proposed expenditures for Austria. 

Mr. Bissell? 

Mr. Bissetx. Mr. Chairman, you may wish to place in the record 
the table on page 25. 

Mr. Gary. Yes; we shall insert in the record at this point page 25 
of the justifications. 


89249—51—pt. 218 














192 


(The document is as follows :) 


Estimated balance of payments in gold and dollars and all currencies 


{In million dollars and dollar equivalents] 

















1950-51 1951-52 
] ] ] 
| Total all Total all 
| } oe ones a 
Item | .) | (excluding | excluding 
United Ee ;| own de- | United be naff own de- 
States es ‘tlk nd | pendencies | States —, pendencies 
dollars | “and over- and over- 
| seas terri- seas terri- 
tories) tories) 
EON pes on Pay ee Fn : 100. 0 116.0 | 525.0 | 100.0 112.0 76.0 
2. Payments for services_............--- 15.7 16.6 55.5 26.5 23.0 81.0 
3. Exports PE MAR ar Me HP 25.0 33.0 362. 0 30.0 38.0 445.0 
4. Receipts for services... ..........-.-.-- 8.1 8.6 | 38.7 9.9 10.0 59.0 
5. Net balance of dependencies and over- | | 
te gE Ee SSE Meena a eee | nth dagen Nadine nigishemutielo Ene adenennee 
6. Net balance of trade and services (in- | | 
cluding dependencies and overseas | i 
SS SRE ORE OT aS —82.6| 91.0] —179.8 | —86.6 —92.0 —153.0 
Fit POR io oth hd oncccetecans hes eS ig Ae. oo a 8 tg Gee eine 
(a2) EPU (bracketed amount indi- 
cates total EPU position) -...|......- —24.1 | 
Re NS oe a a ee anne 








. Net capital operations. __. +12.8 +12.8 |... 


. Net balance of payments. 





on 





METHOD OF FINANCING 











10. Change in reserves.._......_.- Seats Ree | 2—9. 000 Sap ile cote Ree See. SCE Pee 
11. Change in pipeline -___..._...- mane | $41,015 (ERD RS © Be Bente ctocken 
12. Total dollar aid... ...............-- --| 110, 285 |. $1060 Foti 





1 Of this amount $80 million was financed by an initial credit position with the EPU. 
2? — jis accumulation of reserves. 

? + is reduction of pipeline. m 

4 $4 million of this amount has been covered by an advance of 1950-51 funds. 


Mr. Bissett. Mr. Chairman, the members of the committee are 
aware, I am sure, as I have mentioned in earlier testimony, that the 
case of Austria is the clearest case in which the aid proposed to be 
provided is not related to the building up of military strength. 

(Discussion off the record.) 


ECONOMIC SITUATION IN AUSTRIA 


Mr. Bisseit. Broadly, the situation of Austria, since the war, I 
think, has been one of the most difficult in Europe, on the economic 
situation, for reasons that are very clear. A large part of the country 
3s occupied by the Russians. In the form of earnings of enterprises 
that are taken by the Russians and other supplies and assessments, 
the Russian occupation is a very heavy drain on the Austrian economy. 

Austria as a separate economic unit was never particularly success- 
ful, even in the 20 vears between the two World Wars. Although the 
Austrian economic position has shown marked improvement and can 
improve further, it is hard to see how effective recovery can be 
achieved and the country can be expected to become entirely self- 
sustaining so long as it continues to be occupied and divided as of 
the present time. 
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OCCUPATION 





Mr. Gary. What is the present situation as to the occupation of 
Austria ? 

Mr. Bisset. It is divided, sir, into four occupation zones, as used 
to be the case with Germany. I believe the Russian zone is the largest 
single one, and the French zone is rather a small one in parts of the 
Tirol. The main difference between the state of Austria as it has 
been, indeed, for the last 3 years, and Germany as it was several years 
ago, is that the Austrian Government does effectively administer the 
country in all the occupation zones. So that the occupying powers 
do not perform directly the functions of government throughout the 
country. Nevertheless, as I have suggested, in the Russian zone espe- 
cially there is a considerably economic burden on the country in the 
form of occupation costs and profits and earnings of Russian-owned 
or jointly owned enterprises and the like. 

I do not know whether Mr. Martin would care to supplement what 
IT have said or not. 

Mr. Martin. I do not believe so. ; 

Mr. Bisse. I would say, sir, I think in Austria there is no pro- 
vision from year to year for any increase in military expenditures. 


VIENNA 


Mr. Gary. As I recall it, Vienna is wholly within the Russian zone 
but that, too, is divided into four zones. 

Mr. Bisseix. My recollection of Vienna, sir, is that it is wholly with- 
in the Russian zone; that in Vienna there are separate zones; but 
there is also, I believe, one zone that is policed and governed in com- 
mon by the four occupying powers, 

Mr. Gary. I thought that was true of the entire city. 

Mr. Martin. It is the city within the Ringestras so called. There 
is this boulevard that goes around it, and that is international, but the 
rest of the city is divided into occupation zones. 

I might add one other point. There is an Allied council which sup- 
posedly runs the country and reserves rights and privileges of the 
occupying powers, but it operates on the basis of intervening only by 
unanimous vote, so that the Austrian Government is able to continue 
its affairs fairly independent of the Allied council intervention, from 
that standpoint. 

Mr. Bissett. The population of Austria, Mr. Chairman, at the end 
of 1950 was 7,100,000 as compared with 6,753,000 prewar. There was 
an increase of some 300,000 between the two periods. 


MILITARY EXPENDITURES 


Military expenditures in fiscal 1951 are listed as $13 million, but 
that represents, I believe, occupation costs borne by the Austrian 
Government. Again, Mr. Martin can correct me if my understanding 
is wrong, but my understanding is that no occupation costs are covered 
for the United States Military Establishment, but the full occupation 
costs are still met by the Austrian Government not only for the Rus- 
sians but also for the British and French. 

Mr. Martin. That is correct. 
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Mr. Bissett. The economic load on the Austrian economy is repre- 
sented by those costs. 

We foresee no increase in that figure in the current fiscal year over 
the preceding one, and have allowed for none. 


ECONOMIC SITUATION 


Therefore, in Austria the economic problem is really fundamentally 
different from that of the other countries I have been discussing. It 
is not a problem of achieving a necessary increase in defense expendi- 
tures, wh i for occupation purposes or for other purposes. It 
really is one of achieving a Rather curtailment in pure economic as- 
sistance, the purpose of which is to enable the country in effect to 
remain alive and to achieve that curtailment without too great damage 
to the Austrian economy. 

Since that is the nature of the problem and because of the very 
great cut in economic aid permissible under the House authorizing 
legislation, Austria is an exception from practically all the other 
countries also in that we expect that the total production will decline 
rather than increase. 


GROSS NATIONAL PRODUCT 


The gross national product in the last fiscal year was $2,120,000,000. 
We expect that to go down slightly to $2,075,000,000, measured in 
constant prices. We believe that there will be some decrease in con- 
sumption, from a total of $1,542,000,000, down to $1,484,000,000. 
There will also be a cut in investment in capital expenditures from 
$450 million to $430 million. 

Mr. Wiceieswortn. Off the record. 

(Discussion off the record.) 


STANDARD OF LIVING 


Mr. Bissecu. I will say a word at this point about the standard of 
living in Austria. This is one of the countries in Europe, along with 
the Netherlands and Germany, in which the standard of living is still 
below prewar. Our estimate is that in 1950 a standard of living index 
stood at 96 percent of the year 1937. That was for the calendar year 
1950. It was probably one or two points higher in most of the cur- 
rent calendar year, but for the current fiscal year as a whole I should 
suppose it would be at about the same level. 

In absolute amount, the total consumption expenditures per person 
in 1950-51 were estimated at $221 for Austria, which is one of the 
tower figures for all of Europe. It is indeed below the figure for Italy, 
which is $245; and well below the figure for Germany at $353; or for 
France, at $481. It is only about one-sixth of the level of consumption 
in the United States, which is at $1,300 per person. 

So it is, in short, a low standard-of-living country. 

The amount of aid we are here proposing will not only halt any 
further increase in the standard of living but will in fact require some 
reduction from the level that has been reached in the past few months. 
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DISMANTLING 


Mr. Gary. Did they have a dismantling problem in Austria? 

Mr. Bissety. I believe there was some dismantling done, sir. My 
impression, Mr. Chairman, is that most of the dismantling was done 
during the period when the Russian forces occupied most of the coun- 
try. I know, for instance, that some of the steel mill at Linz was dis- 
mantled by the Russians, even though after the occupation zones were 
settled and were occupied Linz is well within the United States zone. 

I do not think there has been much of any dismantling since the 
Russians retired to their zone and the British, French, and Americans 
occupied the western zones. 

Mr. Gary. You stated the other day, when we were discussing Ger- 
many, that the dismantling problem no longer existed there. Are the 
Russians still dismantling many of the plants in their zones, or have 
they dismantled them all ¢ : 

Mr. Bisseut. I think they have done all the dismantiing in Ger- 
many, and I believe also in Austria, Mr. Chairman, that they are going 
to do. In the first place, they did a great deal in the months imme- 
diately following the cessation of hostilities. Then, as you know, in 
the last year they have been intent, I think, for rather different reasons 
in the two countries, on expanding industrial production, again so 
that they would get the benefit. of it. I think they have wanted to use 
Eastern Germany as a satellite and a colony and to exploit it. The 
benefits of increased production have largely been withheld from the 
Germans by the Russians, who have wanted to get as much production 
out of the eastern zone of Germany as they could. 

In the case of Austria, as 1 mentioned, they have turned over a 
number of the enterprises which had been taken over by the Nazis 
to joint Austrian-Russian companies, so that the Russians do get a 
profit. In that form and under that guise a lot of the production of 
Eastern Austria they can channel to their purposes. 

I believe in both cases, for those reasons, the dismantling was fin- 
ished sometime ago. 


AUSTRIAN ECONOMY 


In Austria since the beginning of the European recovery program, 
really, considerable resources both of the aid provided to Austria and 
considerable Austrian resources have gone into capital investment, to 
rebuild their steel industry, to expand their paper industry, and their 
yield of lumber. Electric power and lumber in its various forms, and 
pulp and paper, are among the resources that the Austrians can de- 
velop and with which they can earn foreign exchange. Those they 
have developed intensively. 

I believe that aid in the amount of $105 million, which is what we 
would propose on the basis of the figures before you, the appropriation 
request, will probably force the postponement of any new capital 
investment projects of major size in Austria. Therefore, the progress 
toward expanded production that has been visible over the last 3 or 4 
years will have to be halted until Austria’s external position further 
unproves. 
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TAXES 


Before I leave the matter of the standard of living and the resources 
going into capital investment, I will mention the position of taxes. In 
1950-51 an estimate of tax revenue from all levels of government was 
$713 million, which was some 37 percent of the gross national product 
and is, I think, the heaviest proportion of gross national product 
taken in taxes of any of the countries in Europe. 

We expect in the current fiscal year that that figure will go down a 
bit or would go down on the basis of the originally requested and pro- 
posed amount of aid. It will remain fully that high, or it may even 
rise higher, on the basis of aid of $105 million and the slight decline 
in the gross national product that we believe will be inevitable. 


PRESENT PROGRAM 


Mr. Gary. What is that program for that $105 million? 

Mr. Bissevt. If I may, sir, before I answer that question directly, 
I would like to talk in total terms. 

In 1950-51 total purchases of goods and services for gold and 
dollars were $132.6 million. In the current fiscal year we expect that 
in terms of current prices that will have to be a slightly larger figure 
of $140 million; but that $140 million of purchases, if corrected for 
the effect of price changes, would be the equivalent of $121.4 million in 
terms of 1950-51 prices. There is, therefore, in volume a decline of 
about $11 million worth of dollar imports, which is, as you can see 
from the figures I have quoted, about an 8-percent curtailment in 
such dollar imports. 

The actual figures for merchandise imports in terms of current 
prices are, for the gold and dollar area, $112 million out of the $140 
million, which is the total for goods and services. . 

I will give you that program, Mr. Chairman. 

Mr. WiceLeswortH. Off the record. 

(Discussion off the record.) 

Mr, Bissetn. Now, Mr. Chairman, in the case of Austria, the pro- 
posed or illustrative commodity program to be financed by the ECA 
totals only $41 million; because we believe that more than half of the 
aid to Austria will have to take the form of covering the Austrian 
deficit with the European Payments Union. Regularly since the war 
Austria has had a deficit in its foreign trade not only with the Western 
Hemisphere but with the rest of Europe and the sterling area as well. 

The commodity programs total in fact $41 million, made up as 
follows: food, $17.3 million; feed and fertilizer, $4 million; fibers, 
$5 million; other agricultural products, $700,000; fuels, $3.9 million; 
industrial raw materials, $3.1 million; capital equipment, $900,000; 
other, $100,000; transportation, $6 million. That makes up the total. 

Mr. Wiactesworrn. Off the record. 

(Discussion off the record.) 


PAYMENTS TO EUROPEAN PAYMENTS UNION 


Mr. Bissety. I might say a word, sir, about the handling of the pay- 
ments to the European Payments Union. That is done subject to 
the authority that was contained in the authorizing legislation for 
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the previous fiscal year, under which we are still operating. Since 
this is a deficit that is calculated month by month, but only 2 weeks 
after the month is ended, clearly it is not and has not been feasible 
to cover the deficit by picking out a particular commodity purchase 
or other transactions to be financed. Therefore, subject to that author- 
ity, funds are turned over as they are needed for this purpose and 
within the allotments to the individual countries to the Bank of 
International Settlement, which acts as the fiscal agent of the Euro- 
pean Payments Union; and that is done monthly, but within, of course, 
totals that are allotted to and known to the country, and that are 
covered by procurement authorizations which do not specify the 
specific commodities for which they shall be used. 


IMPORTS 


That is the proposed ECA-financed program, which is only a part, 
of course, of a larger total import program. I think it may be of in- 
terest to know the more important figures in that. 

For 1951-52, for Austria it is expected that, as shown on page 25, 
total imports from the United States will amount to $100 million. 
The most important items are $38.2 million for food, $17 million 
for feed and fertilizer; $11.3 for fibers; $11.9 million for fuels, a 
little over $7 million each for raw materials and for capital equipment. 

In addition to that there are expected to be some $30 million of 
imports from Latin America, most of them agricultural commodities ; 
a little over $15 million for food and $8.1 million for other agri- 
cultural products. I presume that includes some coffee. 

There are expected to be some $14 million of imports from the 
sterling-area countries other than Britain. Austrian imports from 
other participating countries are expected to amount to $330 million, 
almost exactly three times the total for the whole Western Hemisphere, 
a reflection, of course, of the degree to which a very small country 
with limited natural resources is dependent on its neighbors. 

One of the most serious and urgent commodity problems in the 
case of Australia is its need for coal. Australia, even in the last 3 
years, has regularly obtained a part of its coal from Poland, and the 
balance of it or most of the balance that it has to import from Ger- 
many. Austrian coal production, unlike that in most of the larger 
producing countries in Europe, has been running appreciably above 
prewar. They seem to have done about all they can domestically. 
But there is increasing difficulty in providing adequate supplies from 
either of the two sources. In the case of Germany it is simply part 
of the problem of the general shortage of coal in the West. In the 
case of coal coming from Poland, there is, of course, a continuing 
problem of the trade agreements that Austria has to make with 
Poland to obtain that coal. 

Mr. Gary. Is there a substantial black market in Austria for coal? 

Mr. Bisseti. Not to my knowledge. I do not know whether Dr. 
Fitzgerald has any information on that or not. 

_ Dr. Frrzeeravp. So far as I know, there is not. 

Mr. Gary. In 1947 there was. 

Dr. Frrzceraup. There was a black market in almost everything 
at that time. 
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Mr. Gary. That is true and, as long as there is still a scarcity of 
coal, I wondered if the black market still existed on that one com- 
modity. 

Mr. Bisseiu. I do not think it has been an acute scarcity of coal, 
Mr. Chairman, as yet. I think the problem is a difficult one, and so 
far its main impact has been the need for heavy payments for coal 
from the West and the need to export commodities, in some cases com- 
modities of real value, eastward in order to obtain Polish coal. 


STATUS OF COUNTERPART FUNDS 


Mr. Gary. Will you give us the figures for the counterpart fund? 

Mr. Bissett. Mr. Chairman, I shall cover a set of figures that cover 
total counterpart, both that deposited under Public Law No. 472 and 
that under preceding programs. The total adjusted dollar equivalent 
of the 95-percent counterpart cumulative to date or through June 30, 
last, is $627.7 million. That is additional to some $26.7 million of 
5-percent counterpart, which is the property of the United States. 

Of the $627.7 million, $419.6 million has been approved for with- 
drawal and $413.5 million actually has been withdrawn. Some $85 
million of that total has been used for debt retirement. I believe 
that was early in the program. $295.2 million, much the larger part 
of it, was for the promotion of production. Of that, in turn, $39.7 
million was in agriculture and forestry; $17.3 million in the extrac- 
tive industries, most of it going into coal mining; $87.6 million for 
manufacturing, of which $36.5 million is under the heading of the 
primary metals, and I think that is largely the Austrian steel industry ; 
and $17.7 million into pulp and paper. 

There has been, as I mentioned earlier, a sizable program for the 
expansion of the pulp and paper production in Austria. $148.3 mil- 
lion, the balance of the sum available for the promotion of production, 
has gone into transportation, communications, and utilities, the largest 
share going to the railroads and the next to electric, gas and power 
facilities. 

Other purposes for which counterpart have been used have ab- 
sorbed some $33.3 million, of which $13.3 million has been for hous- 
ing; $9.3 million for the encouragement of tourism, and $8.3 million 
for public buildings. Almost all of the $6.1 million approved for 
withdrawal but not yet actually withdrawn is intended for the pro- 
motion of production. 

As to the 5-percent funds some $28.6 million are listed as available, 
and that includes some deposits not yet made June 30, but due to be 
made against aid already furnished. Of that total of $28.6 million 
a total of $3.9 million has been obligated, a little more than two- 
thirds of it for the information program, and just over $1 million for 
administration. 

Of the balance not obligated $9,878,000 worth of counterpart ex- 
change goes to the United States Treasury for the use of other United 
States agencies and $14.8 million remains unobligated. 

We have, in other words, relative to the need, very substantial sums 
of 5-percent counterpart available in that account. 
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REASON FOR DEFICIT IN EUROPEAN PAYMENTS UNION 


Mr. Gary. Can you give us some explanation for the deficit in the 
EPU. It seems to be rather substantial, $60 million. You are ask- 
ing for half of the total apparently ? 

Mr. Bissevw. I think the best way I can give you that explanation 
is in terms of Austria’s trade with the other participating countries, 
and I would like to give you both sides of that. Austrian imports, as 
I mentioned a moment ago, from other participating countries, are 
expected to total $330 million during the fiscal year 1952 of which 
food would be $49.3 million; fuels $50.4 million; industrial raw mate- 
rials, $52.5 million; capital equipment $72.8 million, and other manu- 
facturers $71.8 million. By comparison with those imports—this, of 
course, covers only the merchandise trade—Austrian exports are ex- 
pected to be some $269 million to other participating countries. Much 
the largest part of that will also be industrial raw materials, and I be- 
lieve that that represents mainly lumber, pulp, and similar items. So 
that there is a $60-million deficit expected simply in Austria’s mer- 
chandise trade. 

I think that the reason for that is very simply that Austria is de- 
pendent on especially Germany, as I have noted, for coal and is very 
heavily dependent on the sterling area for industrial raw materials. 
The cost of tliose sterling-area raw materials enters into Austria’s 
settlements with the European Payments Union and Austria has, 
outside of industries dependent on its forestry resources, compara- 
tively small export industries. It has some textile industry of its own 
but I think has never been a large exporter of textiles to northern or 
western Europe or to the sterling area. It has I think a small chemi- 
‘al industry but again mostly for domestic purposes. 

I think, therefore, that that particular element in Austria’s trade 
deficit is a reflection of its generally weak trading position. Have 
you anything to add to that, Dr. Fitzgerald ? 

Dr. Frrzcrrautp. Nothing, except to point out the difference between 
our estimate of Austria’s necessary imports from participating coun- 
tries and the possible exports to them amount to this $61 million 
which it is proposed to transfer to EPU. 

Mr. Bissett, Mr. Chairman, one other element that I shall refer to 
briefly, if I may, is the payments and receipts for services in the 
Austrian case. I have the breakdown of the total figures as given in 
the third column of the right-hand half of the table on page 25 where 
you will note the total payments for services are estimated at $81 mil- 
lion and the total receipts at $59 million. Tourism is expected to be 
the largest single earner of foreign exchange in this category with 
$27 million. Shipping and transport next with nearly $19 million. 
Those are the two items that mainly will bring in that $59 million of 
revenue. 

For the tourism we are counting on very nearly double the receipts 
from 1951, and the estimate for the fiscal year just ended in $15.8 
million. And we are also counting on more than doubling the re- 
ceipts for shipping and transport. That, of course, is internal transit 
trade. 

Of the $81 million a total of no less than $65 million represents 
freight costs on Austrian imports. This is what they are getting from 
here, their coal from the Ruhr and all their other imports. There are 
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some miscellaneous payments beyond that, but that accounts for the 
bulk of the out payments and I think it makes rather clear and 
concrete the nature of the weakness of Austria as a fabricating and ex- 
porting country. It is dependent on raw materials and fuels that 
come for the most part from a considerable distance. 

Mr. Gary. Do tourists have any difficulty in getting into Vienna 
now? 

Mr. Bissett. None that I am aware of, sir; no. Of course, a lot of 
the tourist trade is in the mountainous part of Austria, which is well 
within the western zones. 

Austrian gold reserves stood at $94 million at the beginning of this 
fiscal year, and these figures make allowance for no increase, but for 
no shrinkage in those reserves, either. 

Mr. Gary. Can you tell us what portion of the population is in the 
eastern and what portion in the western zones? 

Mr. BissE.u. No, sir; I do not have that broken down between the 
two. 


Dr. Frrzgeratp. The total population was 7.1 million at the end of 


1950. 

Mr. Gary. Yes, Mr. Bissell stated that. 

Dr. Frrzeeracp. Of which I would think about 40 percent-were in 
the eastern zone including the eastern zone part of Vienna. 

Mr. WiccieswortH. Vienna itself has 1,500,000, has it not? 

Dr. Frrzcrraup. Yes, sir. 

Mr. Bissett. Yes, sir. I think really all that can be said by way of 
summary of this position is that actually the aid on the scale here 
proposed—and this is the only other specific comment to which I wish 
to draw to your attention—is more austere by reference to the pre- 
ceding year than the figures would indicate. This appears in a re- 
duction from $110 million in the fiscal year just ended to $105 million 
in the new year. 

You will notice on line 7 of the table the EPU settlement required 
to be made in dollars last year was only $24 million as compared with 
$60 million in the new year. 

The reason for that is that in the first year of the European Pay- 
ments Union all of the important countries including Austria could 
draw on the general credit resources of the Payments Union or, in 
the case of certain countries, of which I believe Austria was one, it 
started off with an initial credit partly financed out of our general 
contribution to the EPU last year and therefore the $24 million 
represented the total amount that it was necessary for Austria to pay 
with its own resources. 

This year, to cover a smaller trading deficit in Europe, Austria will 
have to pay out, as you can see, just two and a half times that amount, 
either out of its own resources or out of the aid that we provide. 
Therefore this is really equivalent to a reduction from about $85 
million of aid applicable to its trade with the world other than Europe, 
to approximately $41 million or $42 million of the proposed ECA pro- 
gram. So that it is very nearly cutting in half the dollar assistance 
that this country can use for its general external trade. 

The issues I think in this case are of a different sort, as I have 
mentioned, than in other countries, but I think they are pretty clear. 
I believe aid on this level is going to mean the end of any significant 
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or substantial progress in the direction of recovery. I hope they will 
be able to finish the capital investment projects that are started, but 
they cannot start very much more. It is going to mean, therefore, an 
end to that and some slight slip backward. 

I think the real question is whether we can afford—well, you can 
express it either way: Can we afford to continue aid on a modest 
scale to this country to prevent really a disastrous economic disin- 
tegration? Or, to turn it around the other way, can we afford not to 
continue it? I think the issue is about as acute as that and I think 
in a certain sense, therefore, it is a political judgment. 


MILITARY PRODUCTION CONTRIBUTION BY AUSTRIA 


Mr. Wicetesworrn. I understand from what you have said that 
Austria is not expected to make any contribution to military produc- 
tion in Europe / 

Mr. Bissein. None that could be called a contribution, Mr. Wiggles- 
worth, except this small amount of occupation costs that we are assum- 
ing will continue at the previous rate. I think that Austrian facilities 
may have some orders placed with them by other European countries 
or possibly by our own Military Establishment, but those are orders 
for things to be produced and to be paid for by someone other than 
the Austrians. 

Mr. Wiaciesworrn. You referred to occupation costs a couple of 
times. I do not know whether you gave the figure or not. 

Mr. Bissetx. I think $13 million was the figure I gave. 

Mr. WiceteswortH. When Mr. Donnelly, the High Commissioner 
for Austria was here, he stated that we received no schilling contribu- 
tion from the Austrian Government as occupation costs. What is the 
situation ? 

Mr. Bissetu. My understanding is the United States receives no 
such contribution, but these are occupation costs paid to the French 
and the British. I believe this figure does not include any payments 
of occupation costs as such to the Russians, but these figures are for 
the whole of Austria. On that point I will have to see what is included, 
but I know they do include the payments to the two allies, the French 
and the British. 

(The following statement was subsequently furnished to the com- 
mittee. ) 

The $13 million spent for defense activities in Austria in 1950-51 represented 
the occupation charges of the French and the British. The United States has 
been on a pay-as-you-go basis since 1947. The U.S.S.R. also received $6.5 million 


but since these charges cannot be considered as a contribution to western de- 
fense, these expenditures are not included in this category. 


AMOUNT OF DOLLAR ASSISTANCE 


Mr. WiccieswortH. You indicate that you made available through 
ECA in 1950-51, $110.2 million as compared with $105 million that 
you are recommending now. In the same previous testimony when I 
was trying to obtain a picture of the over-all dollars made available 
in Austria, Mr. Donnelly testified, as I understood him and as seems 
to be indicated in the record that in 1951 we put in not $110 million but 
$190 million. 
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Mr. Bisseit. Mr. Wigglesworth, Mr. Donnelly was counting both 
the direct dollar assistance that was given to Austria and in addition 
to that a so-called initial position or an initial payment with the 
European Payments Union which was also made available as a grant 
to Austria and indirectly financed out of ECA funds. I do not re- 
member the exact amount of that but my impression was that that 
was between $80 and $90 million and therefore it would give the total 
that Mr. Donnelly spoke of. 

I might just add a word of explanation, because these remarks will 
apply also to Greece which is one of the other countries you wish to 
take up. In the course of the last fiscal year, on the occasion of the 
setting up or the creation of the EPU, the United States made a con- 
tribution of $350 million to it. The major part of that contribution 
which, of course, appeared as an asset when the EPU opened its 
books—the major part of it was offset by credits granted by the EPU 
to several of the countries in Europe that have weak economies and 
that regularly have run and had to run in this last year deficits in 
their trade with the rest of Europe. Greece, Turkey, Austria, and 
Iceland were four of those countries. 

Those credits granted by the EPU to certain of its members appear, 
of course, as liabilities on its books and they were drawn down ineine 
the year by those countries. 

In the ease of Austria it was necessary toward the end of the fiscal 
year to increase the total amount of aid to Austria I think by about 
$10 million entirely in the form of an additional sum to the Payments 
Union, against which an additional credit could be opened in favor of 
Austria. So that the total amount of aid received was in the neigh- 
borhood of $190 millon but of that only $110 million was direct coun. 
try aid in dollars to the individual country. 


INCREASES FOR HIGH COMMISSIONER AND STATE DEPARTMENT OPERATIONS 


Mr. Wiceirswortu. We have, of course, a two-headed set-up in 
Austria, the State Department on the one hand and the High Com- 
missioner on the other. The figures that we got in the previous 
hearing indicated that the High Comissioner was asking for $4,337,000 
as compared with $4,084,000 or roughly a $300,000 increase; and 
that from GARIOA funds there was to be provided the equivalent 
of about $3,534,000 as compared with $1,900,000, an increase of 
$1,600,000; and that for the Legation we were putting up about 
$550,000 in each year. So that the apparent decrease here of $5 million 
would seem to be offset by something over $2 million in dollars or the 
equivalent to be received from other sources. 

Have those increases in respect to the High Commissioner’s costs, 
and with respect to the counterpart funds from GARIOA, been taken 
into account in your computation ? 

Mr. Bissrut. Yes. 1 am trying to get the exact figure. We have 
taken into account in the 1951-52 total, receipts representing United 
States Military Establishment expenditures in Austria of $31.1 mil- 
lion, and that compares with $12.8 million for the previous fiscal 
year, 1950-51. That is for military expenditures which would include, 
of course, any administrative costs of large headquarters, and I would 
imagine that some part of the cost of Mr. Donelly’s establishment as 
High Commission would appear in those figures. 
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You understand that in the case of Austria there is no allowance 
for the procurement of heavy material of any kind by the United 
States Military Establishment. 

Now, in addition to that there are miscellaneous current receipts for 
services from the United States. We have taken account of an increase 
of about $400,000 from the fiscal year 1951 to fiscal year 1952. That is 
over and above any tourist earnings, or any interest and dividends, and 
I would expect, although I would not know without further research, 
that that increase represents some larger United States Government 
civil expenditures. 

Mr. Wiceteswortn. The $31,000,000 that you speak of would not 
include the increase of over $2,000,000 that the High Commissioner 
expects to have for his cost of operation, including the equivalent of 
some $3,500,000 of GARIOA counterpart funds? 

Mr. Bisseix. I think that I can get the answer for you as to whether 
we have fully taken into account that increase. Insofar as that in- 
crease in his costs is concerned, as a cost in shillings, it will be met out 
of counterpart and should not appear in the dollar account, or dollar 
earnings. 

(The following additional information was subsequently furnished 
to the committee :) 

An estimate of the expenditures of dollars made in Austria to cover the ad- 
ministrative costs of the High Commission and the Legation were included in 
the invisible receipts in ECA’s balance of payments’ tables for both 1950-51 and 
1951-52. 

The dollar appropriations for the expenses of the High Commission and the 
Legation in Austria are approximately $4 million for both 1950-51 and 1951-52. 
Only about half of these amounts are actually received as dollars by the Austrian 
economy ; the remainder is either spent for procurement outside of Austria or 
is transferred abroad by United States Government employees. 

Mr. Gary. The Austrian ECA set-up differs from Germany’s in 
that the High Commissioner is not the ECA Administrator; is that 
not correct ¢ 

Mr. Bissett. That is correct. 

Mr. Gary. In Germany, High Commissioner McCloy is both Com- 
missioner and the ECA Administrator ¢ 

Mr. Bisset. That is right. 

Mr. Gary. In Austria High Commissioner Donelly is not the ECA 
Administrator. You have a separate administrator. 

Mr. Bisseti. We have a separate administrator, sir. Actually we 
have, however, largely an integrated staff. Mr. Thibodeaux is both 
the Deputy Mission Chief in the ECA Mission, and the senior eco- 
nomic officer in the legation, and the staff under Mr. Thibodeaux is a 
combined staff, so we have an arrangement that is working very ef- 
fectively, at least in that case. 

Mr. Wiceieswortn. I assume that we will go into that in detail 
subsequently, but another difference between Germany and Austria, 
as I see it, is that in Austria you have, first, the Legation; second, the 
High Commissioner, and third, the ECA—all functioning side by 
side. 

Mr. Bissety. That is correct. 

Mr. Martin. If I understand correctly, the High Commissioner is 
also head of the Legation. 
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Mr. Wiceciesworru. That is true, but he is running two separate 
staffs, and many on paper are doing similar work. 

Mr. Martin. I think that he has pretty well integrated it since 
he has arrived. 

Mr. Wiccteswortu. We went into it in detail with him when he 
was here. This is all a part of the same pitcure, and we have to put 
the two together to see what we are really doing. 

Mr. Martin. Yes. 

Mr. Bissetx. In the discussion of administrative costs you will 
want to go into that in a good deal more detail. 

Mr. Wiceteswortu. What are the present indices for industrial 
production and agricultural production ? 

Mr. Bissevu. Industrial production, 146, based on 1938. Agricul- 
tural production, the figure I have for the gross output is 90 percent 
of the same prewar year. 


UNEMPLOYMENT SITUATION 


Mr. Wiceteswortu. What is the unemployment picture? 

Mr. Bisseti. Some 80,000 unemployed as of June, as compared with 
97,000 a year ago. 

Mr. Wiccteswortu. What is the workweek ? 

Mr. Bisseiu. The latest figure we have for toward the end of 1950 
and the last one actually was 48 hours for all wage-workers in manu- 
facturing. It seems to vary quite widely, from 42 hours a week in 
paper and production to 50 in chemicals, and through 1950, if we 
look at monthly figures, it was running just under 48 hours—between 
46 and 48 hours—and apparently rising slowly through the year. 


STATUS OF BUDGET 


Mr. Wiecteswortn. Is the budget in balance or not? 

Mr. BisseLt. My impression, sir, is it is not. I will give you the 
budget figures. These are in millions of schillings, and the fiscal year 
coincides with the calendar year. The budget for the calendar 
year 1951, total revenue, 10.976.000,000 schillings; total expenditures, 
15,177,000,000 schillings. In that expenditure total just about 3,500,- 
000,000 schillings were listed as capital outlay and extraordinary ex- 
penditures, and most of that was, in fact, for capital outlays—rail- 
road, power, and other industries. Even the ordinary budget, how- 
ever, shows some imbalance. There has been a budget in 1950, and 
actually the figures for that year were 10,209,000,000 schillings ‘total 
revenue and 14,175,000,000 schillings expenditures. 


CONDITION OF CURRENCY 


Mr. Wieeteswortnu. Is the currency stable or threatened with infla- 
tion? 

Mr. Bissett. No, sir. The inflationary threat takes a rather pe- 
culiar form here, but Austria actually had the worst increase in 
prices and the cost of living in the last year and a half than practically 
any western country. Today, a general wholesale price index stands 
at about 250 on the basis of 1948 as 100. In other words, it is 150 
percent above the 1945 level. 
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One of the reasons for that, sir, is a series of major changes in 
policy and major governmental action in the last year and a half to 2 
years in Austria. Of course, the Austrian currency was devalued 
about the same time as the other major devaluations in the fall of 
1949, and, as in all European countries, that raised wholesale prices 
very sharply in terms of their domestic currency. Then we have been 
putting pressure on the Austrians for some time to reduce the subsidies 
on grain, consumer subsidies, and at the same time to allow the price 
received by the farmers to increase. We have felt that that was 
necessary in order to stimulate the production of grain and make the 
delivery of grain a more attractive use than the raising of livestock. 

The Austrians, about the middle of the summer, or perhaps a little 
earlier, did sharply increase the price of wheat and they carried the 
whole of the increase through into the price of bread. They had to 
allow an increase in wages at the same time, so that in the middle of 
1951 there was a very sharp rise in the cost of food and in the general 
wholesale price index and in wage rates. All of them are related 
to this same major change in the domestic policy. 

I think as far as banking policy is concerned, Austria has been 
reasonably conservative. There has not been a threatening expansion 
of bank credit, and of course the causes of this latest jump in prices 
has been perfectly well understood. It is not quite like a typical 
oe that is related either to a budget deficit or a rapid credit 
inflation. 


RESERVES 


Mr. Wicetesworrn. Are there any reserves in the picture? 

Mr. Bissexx. I think the figure is $94,000,000. It happens to be 
$2,000,000 higher than in September 1949, but dropped a little to 
$85,000,000 in June 1950. 

Mr. Wiccieswortu. No financing is contemplated by the World 
Bank, the Export-Import Bank, or private sources ? 

Mr. Bisseti. None is contemplated, nor are there any repayments 
contemplated. 


GROSS DEBT 


Mr. Wiacieswortn. Will you put in the record, as for the other 
countries, the information as to the debt, the domestic and foreign 
debts, and the investments abroad by countries, if any ? 

Mr. BisseLu. We will include that. 

(The information is as follows:) 


Gross debt—Austria, in millions of dollars 





Total government debt, Dec. 31, 1950__-.___-__--_________-__-__________ -$621 
ag REE emia ioctl ck ET AMER Ce RE a Ae ome PA aE 12 
SPRUE NE ik a Sac ee ee Secdebe eee 609 

Classification of debt by creditor currency: United States dollars (United 

A ame ti anal tn ties higilcicnsacreomenree icine hips Dalits 12 


Mr. Gary. Mr. Bissell tells me that he has been invited to the Pres- 
ident’s luncheon in honor of Mr. DeGasperi, and he thinks he will be 
able rn get away by 3 o’clock, so we will recess from now until 3 
o'clock. 
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Tuer NETHERLANDS 


Mr. Gary. The committee will come to order, please. 

We will take up at this time the Netherlands. 

We will insert at this point in the record page 33 of the justifi- 
cations. é 

(The document is as follows :) 


Estimated balance of payments in gold and dollars and all currencies 


{In million dollars and dollar equivalents] 





| 
1950-51 





| 
Total all | Total all 
—— | | currencies 
Cexcoaling | saisea| Total | aeinding 
pendencies | States efollare pendencies 
and over- } as and over- 
seas terri- | | Seas terri- 
tories) | | | tories) 


Total 
gold and 
dollars 


United 


States 





. Imports 297.5 j 2, 228. 265.0 | 300.0 | 2, 276.0 
2. Payments for services. F 99.7 378. 3 91.3 | 105. 6 | 403.0 
3. Exports ‘ 7 2.9 , 667.5 | 120.0 163.0 | 1, 833.0 

. Receipts for services 3 723. 6 122. 2 
5. Net balance of dependencies and over- | / 

seas territories - 
5. Net balance of trade and services (in- 
cluding dependencies and overseas’ 
territories ‘ : a tihacahouns —S81.: 92.7 —216.9 





Net settlements 
2) EPU bracketed amount indi- 
cates total EPU position a ar. Oi. 
(6) Other : 
Net capital operations 
Net balanc f payments 





METHOD OF FINANCIN 
2+11.000 
3i490 979 
101. 921 





e financed by an initial credit position with the EPU. 


Mr. Gary. It appears from this page that the total dollar aid 
proposed for the Netherlands is $105 millon. 


POPULATION 


Do you have the population figures? 

Mr. Bissett. Yes, sir. The population of the Netherlands is 
10,150,000. That is as of the end of the calendar year 1950, The 
prewar figure we have, for comparison, is 8,684,000. There is about 
a 114 million increase on a base of just over 10 million. That is 
nearly 15 percent. 

I think it is important to an understanding of the general position 
of the Netherlands to have in mind that it is a country that has had, 
I suppose, about as large a population increase as any in Europe, with 
the exception of Western Germany, where the increase was about 17 
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percent. Even in Italy the percentage increase was no greater than 
there, and probably not quite as great as the Netherlands. 

Mr. Gary. The increase in Western Germany was due largely to 
refugees. 

Mr. Bissett. Yes, sir. 

Mr. Gary. That is not true here. 

Mr. Bisseti. No. This is the largest increase in population. 

Mr. Gary. There has been no particular immigration. 

Mr. Bissetx. There has been a little repartriation of Netherlands 
nationals from the former Netherlands East Indies, sir, but it is a 
mater of a few thousand. It would hardly make any impression in 
these figures. 

Mr. Gary. Off the record. 

(Discussion off the record. ) 


ECONOMIC DEPENDENCE UPON NETHERLANDS EAST INDIES 


Mr. Bisset. I think aside from this very great population increase 
the other circumstance that rather distinguishes the Netherlands is 
that its whole economy for many decades before the war had depended, 
among other things, on dollar earnings by way of what is now Indo- 
nesia and what was then the Netherland East Indies. 

To make perfectly clear what I mean, the Netherlands exported 
a great deal to the then Netherlands East Indies. It earned a great 
deal from services. The Netherlands East Indies in turn was a great 
dollar-earning area and was part of what amounted to a common cur- 
rency area. It was largely through that mechanism that the 
Netherlands was able to maintain its currency convertible and to pay 
its way in the world. 

I suppose there is no country in Europe—the nearest would be the 
United Kingdom—that has suffered so much of a change in its eco- 
nomic position by reason of a change in relationships to ‘former over- 
seas territories. 

I think between these two developments that the Netherlands has 
really had more of a job of long-run permanent readaptation and 
redirection to do than almost any other country . 


ECONOMIC FIGURES 


Now may I go, sir, to the figures? You will note from page 33, which 
has been inserted in the record, that we are proposing, even on the 
basis of the appropriation request, which is substantially less than 
the authorization request to provide more aid to the Netherlands in this 
current fiscal year than it received in the preceding fiscal year. We are 
proposing $105 million as against $101.9 million. That is about the 
same sum. 

I would like to make clear to the members of the committee that to 
live anywhere nearly within this sum will require marked improve- 
ments in the Netherlands’ trading position. 

You will note, if I may refer to the table on page 33, that last year 
the Netherlands had a gross deficit in its trade with the sterling area 
and the rest of Europe of $271 million. That is shown on line 7A 
in the third column. To cover that deficit it not only used up most 

89249—51—pt. 2—14 
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of its credits with the European Payments Union but also paid out 
$65 million in gold and dollars. 

In the current fiscal year we hope and believe that the Netherlands 
can be more nearly in balance—very nearly in balance—with the 
European Payments Union, and will have to pay out only $9 million. 

During the fiscal year just ended the Netherlands greatly reduced 
its pipeline. I have explained at other times what I mean by that, 
but to put it in realistic terms, it had the benefit of nearly $60 million 
of imports during the preceding fiscal year which had been paid for 
out of the earlier year’s money. It was only really because of that the 
Netherlands was able to get through the year with a such small net 
loss in its gold reserves. 

You will notice from line 6 that the Netherlands’ total gold and 
dollar deficit, as shown on line 6, is expected to be of the same order 
of magnitude in the current year as in the past year. 


RESERVES 


Mr. Gary. They had a loss in reserves of $11 million last year and 
$10 million is estimated for this year. 

Mr. Bisseti. Yes, sir. 

Mr. Gary. What are their reserves? 

Mr. Bisseni. The reserves at the end of the preceding fiscal year, 
sir, are $495 million. 

Mr. Gary. You mean at the end of last year? 

Mr. Bissett. June 30, 1951, 3 months ago, they were about $495 
million. 

Mr. Gary. You estimate it will drop to about $485 million ? 

Mr. Brsseizi. That is correct, sir. 

Now, Mr. Chairman, may I put in the regular figures. These are 
the same figures I have given in the case of other countries. 


MILITARY EXPENDITURES 


First, what is the military job that we hope and expect that the 
Netherlands will undertake? 

In fiseal 1951 military expenditures were $280 million. On the basis 
of our present planning and of the present appropriation request we 
believe that they will be able to increase that to $400 million during 
the current fiscal year. 

On the basis of the higher figure for aid, the authorization request, 
we had hoped that they could raise their total military expenditures 
as high as $525 million. - 

I would like to give you figures which will give those totals as a 
percentage of the gross national product. That was some 5 percent 
of the gross national product in the fiscal year just ended. The higher 
figure of $525 million which we beliéve would be attainable with some- 
what more economic aid would be 9.1 percent of the gross national 
product. : 

I suppose that the figure of $400 million is in the neighborhood of 
? percent of the gross national product. 

Mr. Wiceiesworrn. In other words, the gross national product is 
$5.6 billion. 
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Mr. Bisset. The exact figure is $5.538 billion. In other words, in . 
round numbers, $5.6 billion, Mr. Wigglesworth ; that is correct. 

' This is the next set of figures I mentioned. That was during fiscal 
1951. We hope that from $5.538 billion it can be increased to $5.688 
billion ; in other words, by about $150 million in fiscal 1952. 

We believe in the case of the Netherlands that there will be a very 
slight decline in total consumption, from $3,468,000,000 to $3,429,- 
000,000, in terms of constant dollars. 

We believe there can be a percentage-wise slightly greater decline 
in total capital investment, from $1,578,000,000 to $1,521,000,000. 

In other words, the increase in military expenditures in the case 
of the Netherlands will absorb the whole increase in the gross national 
product; and, in addition, will have to be accomplished in part through 
cut-backs of both consumption and of capital investment. 


ECONOMIC SITUATION 


Mr. Bissett. Mr. Chairman, before the short recess I had men- 
tioned the increase in the gross national product; that is, the total 
production of the Netherlands that we believed to be possible, and 
stated that on the basis of the appropriation request snd the amount 
of aid of $105 million we believed the increase in military expendi- 
ture in the Netherlands would not only absorb the whole of the in- 
crease in the gross national product but would have to be accomplished 
in part at the expense of reducing consumption and reducing 
investment. ; 

I wanted to mention several figures that are relevant, I believe, that 
have a bearing on the standard of living and the extent to which it is 
feasible in our view for military expenditure to be increased at the 
expense of the standard of living. : 

First of all, the Netherlands is one of the countries in which the 
standard of living is still below prewar. You will remember that I 
mentioned that Austria is one of those and that Germany is another. 
In the case of the Netherlands, in calendar year 1950 it was our esti- 
mate that the standard of living had recovered to 97 percent of 1938. 
In the course of 1950-51 that has gone one pone higher, to 98 percent 
and we believe that it will drop very slightly from that, perhaps back 
to 97 percent, in 1951-52. 

Putting this in terms of absolute amounts of dollars as against a 
comparison with the base year in 1950-51 total consumption per 
capita was $344 as compared with, for instance, $1,300 in the case 
of the United States and such figures as $481 for France, $550 for 
Belgium, and something over $500 for the United Kingdom. The 
figure for the Netherlands, therefore, in absolute terms, is below 
Belgium, France, the United Kingdom, Norway, Sweden, and Den- 
mark. It is somewhat higher, considerably higher, than the figure 
for Italy and for Austria. 

I have a comparison, too, with Germany. It is slightly below the 
figure for Germany, in absolute terms. I would say, therefore, sum- 
mimg up those figures, that my own judgment is that there was not 
scope for considerable reduction in the standard of living. 

I might say in passing that the Netherlands is a case where there 
has been a very sharp increase in industrial production since prewar. 


*It now stands at about 146 percent of prewar and the reason it has had 
this marked increase in production, while still the standard of living 
is lower than prewar, as a very extreme illustration, is first the increase 
in population and secondly the fact that large resources have had to 
go into reconstruction in the Netherlands since the war. 

I would imagine, although I do not have the components here, that 
if one could break down this index for consumption and look at its 
components, one would find that the housing component is the lowest, 
that the Netherlands has fewer housing units considerably than be- 
fore the war for a population about 15 percent higher. 

Mr. Gary. Is part of this lower standard of living due to the situ- 
ation with respect to the colonies? 

Mr. Bissevi. Yes, sir; it undoubtedly is. That has placed some 
limit on the whole economy of the Netherlands. I think it is more 
due to other factors, because I think the main consequence of the loss 
of the overseas territories has been to make Netherlands’ balance of 
payments very much more difficult than it otherwise would be and 
only indirectly has that affected the standard of living. 

Mr. Gary. I was in the Netherlands in June and they seemed very 
active there. The shipyards were active. There seemed to be a large 
number of men employed at Rotterdam. They were working on one 
naval ship and several commercial vessels. 

Then at The Hague, at the airport, we saw one of the best examples 
of the cooperative program that we saw in all Europe. They had a 
very modern airplane factory that would do justice to any American 
plant. I understand that before building it they sent engineers to 
this country and looked over our plants. It is modern in every detail. 
They are turning out Meteors, which is an English plane and they are 
using the English license to buikd them. The engines are being manu- 
factured in the Rolls Royce plants in Belgium and shipped to the 
Netherlands. 

In this factory the frames are being made, the planes are being as- 
sembled and driven off the assembly line as completed planes. I am 
told that the ECA advanced about $350,000 toward the construction 
cost of the factory, which shows the cooperation of England, Belgium, 
the Netherlands and the United States in that one enterprise, the 
building of war planes for the mutual security program. 

Mr. Bisset. Also, sir, some use is being made of the Phillips Co., 
which I think is at Rotterdam, for producing military electronic 
equipment, and they are certainly technically competent to do so. 

Mr. Chairman, if I may just add one more set of figures bearing on 
the standard of living in the Netherlands: These figures are based 
on 1948. Since 1948 the cost of living has risen some 28 percent. 
Hourly earnings of wage earners have risens some 20 percent. I 
would imagine that hours of work have somewhat increased, so that 
probably the actual weekly income of wage earners, the real income, 
has about kept up, has been about maintained. But there has been 
2 significant price inflation over the last 2 or 3 years and apparently 
pretty steady. In 1949 it was 6 percent. The cost of living was 
6 percent up. In June 1950 it was 14 percent up. The other 14 
percent has happened since that time. 
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Again it is an indication of the manner in which inflationary pres- 
sures in Europe and especially the rise in the cost of imported food- 
stuffs and raw materials bear on certain segments of the population 
especially, 

TAX LOAD 


As to the tax load, relevant because, as I have said several times, 
taxes are the means available to any one of these governments to hold 
consumption in check, the figures available are as follows: 

In our fiscal year 1951 the total tax revenues were $1,617,000,000, 
which amounted to over 31 percent of the gross national product. In 
the current fiscal year it is expected that the total tax revenues will 
rise slightly, to $1,640,000,000, and if they were to remain at that 
level, they would be some 28 percent of the gross national onan 
Actually those figures for fiscal 1952, however, disregard the Gov- 
ernment’s new tax program which is in the process of legislation. 
So they will presumably end up in the neighborhood of 30 percent 
again. 

I believe at this level there will be only one or two countries in the 
world, of which one will probably be the United Kingdom, where 
the total tax burden as a proportion of gross national product is as 
heavy as it is in the Netherlands. Of course, in the Netherlands 
there is less nationalization of industry and less chance for figures 
that are noncomparable with those for the United States. I think 
this is an indication of a very heavy Government load, indeed. 

The next matter that I would like to refer to-briefly is the effect of 
this internal position on the Netherlands’ foreign trade, and especially 
the direct and indirect effect of the defense load. 

In 1951 the total purchases of goods and services for gold and dol- 
lars were $397.2 million in the case of the Netherlands. It is our 
belief that that will have to rise in dollar volume, in dollar amount, 
to $405.6 million, but that that figure of $405.6 million for the fiscal 
year 1952 if the ‘effect of price increases were eliminated, would be 
only $379.4 million. 

The Netherlands, therefore, is the most important case and I think 
the first of all that I have discussed with the committee, in which we 
believe there can be an increase in total production measured by gross 
national product and in military production concurrently with a de- 
cline in the physical volume of imports, and a very small increase in 
the clollar volume. 

Mr. Gary. They had a gun plant at Rotterdam, too, that we vis- 
ited. ‘They were turning out large guns. 

Mr. Bissetzi. They are really one of the countries in Europe that, 
for its size, is capable of doing a lot of military production. 

As to exports and receipts for services—that is, total earnings of 
gold and dollars—our figures are a total of $306 million in the fiscal 

year 19 \1, which we believe will incre: ise slightly even in dollar amount 
to $308,500,000 in fiscal year 1952. 

So that to sum up very briefly the picture in the Netherlands, it is 
one of a moderate rise in total production, a diversion to defense pro- 
duction which more than iieiebe that total increase and a slight abso- 


Jute decline in imports required and a slight increase in exports. 
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I will now, sir, if I may, anticipate a few of the questions which 
have been asked as to other countries and I will speak briefly of pro- 
duction. Before that I will speak of the commodity program and 
of the counterpart situation. 


COMMODITY PROGRAM 


The commodity program, the purely illustrative program for 
United States financing totals $105 million. The items within the 
program are the following: 

Food, $13.8 million; feed and fertilizer, $1.9 million; natural fibers, 
$17.3 million; other agricultural products, $2 million; fuels, $12 mil- 
lion; industrial raw materials, $32.3 million; capital equipment, $16.7 
million; other manufactures and raw materials, $4 million; and $5 
million of transportation costs. 

I think perhaps more relevant than the figures for proposed ECA- 
financed or United States financed imports are those for total imports, 
and these are figures I should like to mention, and they are com- 
ponents of the totals appearing in line 1 of the table on page 33. The 
more important items in the total of $265 million imports from the 
United States are the following: 

Food, $66 million; fibers, $36 million; feed and fertilizer, nearly 
$22 million; fuels, $37 million; raw materials, $20 million, in round 
figures; and capital equipment, $47 million. 

I have not given all the figures, but the others will be in the record. 

There are moderate imports of $10 million proposed from Canada, 
heavy imports totaling $145 million from Latin America, of which 
the largest items are $65 million for food and something over $20 
million each for feed and fertilizer, fibers, and other industrial raw 
materials. 

That will give the committee perhaps some notion of the items that 
bulk large in this total. I might just mention that by comparison 
with the figures that I have referred to, total imports from the United 
States of $265 million, total gold and dollar imports of $300 million, 
but from other participating countries and dependencies, and that I 
believe includes sterling-area imports, the total is expected to be nearly 
$1,500,000,000, an enormously larger figure, of course, and again I 
think rather a clear indication of the dependence of these countries on 
one another and the relatively small size in quantitative terms of their 
imports from the Western Hemisphere which, nevertheless, are of 
course of very major importance to them. 

I can give you further information and further details on those 
figures and also I can give you information on the exports from the 
Netherlands, if you wish to have that. 


NET CAPITAL OPERATIONS 


Now, just a few other figures in anticipation of questions. Going 
to line § of the table on page 33, net capital operations, the total in 
the column for total gold and dollars shows a loss of dollars of $10.7 
million in the case of the Netherlands and following are the main items 
in that. We are allowing for the expenditure of some $4.8 million of 
International Bank loan. 

Mr. WiccieswortH. Do you mean repayment ? 
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Mr. Bissett. No, sir; that is the receipt by the Netherlands and 
the use by the Netherlands of that much, that much additional financ- 
ing. 

‘In addition to that we have allowed for some $13 million of United 
States expenditures in the Netherlands. 

As against those two sources of funds totaling $17.8 million, there 
is a repayment due tothe Export-Import Bank of $35,700,000. There 
is a $1,600,000 repayment due in settlement of a lend-lease credit; 

$300,000 for a surplus property credit; $1,000,000 for a maritime 
ship purchase credit ; $1,500,000 Nether: inds Bank bonds to be amor- 
tized; and $500,000 on a loan that was floated since the war in this 
country by the Dutch Air Lines for the purchase of airplanes. 

Those, I believe, make up a total of some $4.9 million of capital 
payments to the United States. There is apparently $1.2 million due 
as a repayment of previous advances by the International Bank of 
$2,700,000 due as a repayment of a Canadian credit. 

The total of all these repayments, of which the bulk is the Export- 
Import Bank repayment, is $44.5 million. 

If I may continue with this rather dull recital of figures, we have 
allowed for on-balance $16,000,000 of private capital financing flow- 
ing to the Netherlands. The figures that make that up are $73,000,000 
of ‘United States private capital flow to the Netherlands and some 
$57,000,000 offset against that for replacements. 

Taking all these figures that I have set forth and offsetting them, 
one comes out to the net loss of through capital transactions of $10.7 
million that is shown on the total gold and dollars column for the 
fiscal year 1952 in line 8. 

There are, therefore, in this case both some nonpublic financing 
and considerable repayment to complicate the results. 


RECEIPTS FROM SERVICES 


I will very briefly review also the figures for services. All that I 
will say on this point, sir, is that you will notice on line 4, “Reciepts 
from services,” the figures that are shown are sizable—$163,000,000 
in the fiscal year 1951 and $145,500,000 in the fiscal year 1952. The 
largest component in both of those. years, or approximately the lar- 
crest component, is receipts from shipping and transport. There are 
also considerable receipts of dollars as interest and dividends. The 
figures are, for shipping and transport, $56,000,000 for the first of the 2 
years and $55,000,000 for the second, and, for interest and dividends, 
$32,000,000 in the first year and $35,000,000 in the second. 

Those are the two largest items. 


TOTAL PAYMENTS 


Turning to the total payments, those go from $99.7 million in 1 
year to $105.6 million in the next, and again the largest components 
are expenses incurred in connection with the overseas operations of 
shipping companies, $53 million and $57 million, respectively. There 
are also sizable out payments of interest and dividends, $25 million 
and $28 million for that purpose in the 2 years, respectively. 
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STATUS OF COUNTERPART FUNDS 


I will give you the figures for the counterpart account in the Neth- 
erlands. The total deposits adjusted for the effective devaluation, 
cumulative to date, have been $713.4 million. Of this total $34.9 mil- 
lion have been reserved and 5 percent counterpart and $678.5 million 
is available for use by the Netherlands. 3 

Now, of that total only $270.8 million has been approved for with- 
drawal and withdrawn from the special account; $180.5 of the $270.9 
million has been used for the promotion of production. 

Land reclamation has taken approximately $50 million of that, and 
other agricultural programs about $85 million. 

Primary metals, some $22 million. 

Mr. Gary. Is that land reclamation program the result of flooding 
during the war? 

Mr. Bissecu. Yes; that is correct, sir. 

So, $90.4 million has been used for purposes other than the 
sromotion of production, and practically all of that has gone into 
ctu: 

As to the 5 percent account, the total available as of June 30 was 
$36.4 million; $2 million higher than the figure actually deposited by 
that date. Of that amount, $4,400,000 has been used for administra- 
tion. Of that just over $1 million has been used for administration, 
$13 million for basic materials and $1 million for the information 
program and $3 million has been transferred to the United States 
Treasury for the use of other agencies, and some $21.5 million remains 
unobligated. 

There are, therefore, sizable sums of 5 percent counterpart avail- 
able in the Netherlands. 

I will make just two other comments, one on production and one on 
the budget. 


PRODUCTION 


Industrial production is just a little under 50 percent above prewar. 
I believe the actual figure is 148 percent. 

Agricultural production is about 10 percent above prewar. 

Metal production industries are among the highest in the industrial 
area, nearly 175 percent of the prewar figure. The largest increase in 
output has been in utilities and manufacturing and the smallest in- 
crease during the life of the Marshall plan has been in mining, coal 
mining, and coal production has averaged higher so far in 1951 than in 
any previous postwar year, but it is still probably 5 percent below the 
prewar figure. 

Shipbuilding, which I think you mentioned, is holding at about the 
rate of the last 3 years, which is nearly 300,000 gross tons under con- 
struction, and that is considerably above the prewar figure. 

Mr. Gary. What is the bulb situation now ! 

Dr. Fitzcrrap. As you know, Mr. Chairman, exports of Danish 
bulbs is one of the important sources of dollar earnings of the Dutch. 
At the preserft time the situation is rather unsatisfactory because the 
Dutch had a rather poor bulb season last year and they are unable 
to deliver all the bulbs to the United States buyers which have pre- 
viously been sold. They have established very high standards for 
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bulb exports to this country and they do not have enough bulbs meet- 
ing those specifications to meet the sales already made to the American 
buyers. One of the problems right now is whether the Americans pre- 
‘fer to accept smaller size bulbs or to forego some of the imports against 
contracts heretofore made. 

Mr. Gary. Their bulb industry has substantially recovered from 
the effects of the devastation of war. 

Dr. Frrzceravp. That is correct. 

Mr. Gary. Also, most of their herds have been restored. 

Dr. Frrzerratp. Yes. The total number of cattle on farms as of 
January 1, 1950, the latest figure we have, is almost exactly the same 
as the prewar figure. Their hog number is slightly above. Sheep 
numbers and chicken numbers are about 10 percent below prewar. 

Mr. Bissell gave you the index of gross agricultural products as 
about 10 percent above prewar, which is correct. It should be noted 
however, that the Dutch are getting that increased production with 
substantially lower imports of feedstuffs than they did before the 
war. If allowance is made for the imports of feedstuffs, then agri- 
cultural production in Holland this year is about 25 percent above pre- 
war, on a net production basis. 

Mr. WiasieswortH. Have you completed your statement, Mr. Bis- 
sell ? 


STATUS OF THE BUDGET 


Mr. Bisseit. I was just going to mention some figures for their 
financial position and budget. 

First, as to the trend in prices, the consumer cost of living is now 
about 30 percent above 1948, and that level has been reached by pretty 
steady and almost continuous rises. There was a slight dip in 1949. 
It is fair to say, I think generally, that the most serious internal 
economic problem that the Netherlands have had since the war has 
been almost continuous inflationary pressure. Under the current 
Dutch fiscal year, which coincides with the calendar year, they have 
had a surplus of revenue over expenses in their budget. By having 
such a surplus in the calendar years 1948, 1949, and 1950, therefore, 
the domestic inflationary pressure has not come from public sources 
but primarily from the very high rate of expenditure and capital 
expansion. ‘The Government has been attempting pretty unsuccess- 
fully—until, we hope, the last few months—to curb the rate of capital 
expenditure in the Netherlands. They have pursued a tight credit 
policy. ‘ 

The total money supply has been declining now since the beginning 
of 1950, and there is evidence that this private credit inflation is under 
control. 

On the other hand, for their fiscal year, government expenditures 
will fall below the total income for the first time in 4 years, mainly 
because of the great increase in their military expenditures. 

There is a very real domestic inflationary problem, and it has made 
itself apparent in part in the rise in prices that I have spoken of. 

Hourly wage rates have lagged pretty consistently behind this rise 
in the cost of living, and I suppose hourly wage rates are now 5 to 
10 percent below the level of 1948. Wage earners’ incomes would not 
have been reduced that amount. 
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I have some figures on the budget here. These are in millions of 
uilders. For the calendar year 1950 the revenue was roughly 4.5 
illion guilders and expenditures were about 5 billion guilders. In 

this current year revenue will be perhaps 200 million guilders higher, 
but expenditures are going just over 5 billion guilders, the increase 
being some 500 million guilders in defense outlays. 


RESERVES 


Mr. Wiceiesworrn. The figure for reserves is $495,000,000 ? 

Mr. Bisseu.. Yes. 

Mr. WiccLeswortH. So that the anticipated loss in reserves will 
only be 2 percent, about. 

Mr. Bissewn. That is correct. I have given the clerk the corrected 
figures. The absolute figures are quite different from those that I gave 
the committee. They are up just under $500 million. The changes 
were approximately as I stated. 


COUNTERPART FUNDS 


Mr. Wiceiesworru. I note in discussing the counterpart fund pic- 
ture you indicated that only $200,000,000 had been approved for with- 
drawal and withdrawn, leaving a balance on hand of something like 
$478,000,000, or its equivalent. That is well over four times the entire 
dollar figure that we are considering here for economic aid. 

Mr. Bisseiu. Yes. 

Mr. Wicctesworru. Has that been taken into account in arriving at 
your recommendation ? 

Mr. Bisseuv. It has been taken into account, but it is not enormously 
affecting the amount recommended, for these reasons: Looking at 
the domestic picture in the Netherlands, I feel it will be most unwise 
to encourage the Netherlands Government to spend that very large 
sum for the Dutch economy in a brief period because there has been, 
as I have implied, full employment, a very high rate of capital invest- 
ment, mostly private investment since the war, and generally a very 
strained economy. That certainly is going to persist in the current 
year, and our general belief, therefore, is that that fund should be 
gradually spent over the next 2 or 3 years. I think that you can 
see quite completely what the spending of that money for military 
purposes would mean. Either it would be added onto the present 
budget, which would be, of course, what we would attempt to accom- 
plish. However, we question whether the spending of this additional 
money could be absorbed by the Dutch economy. Counterpart 
would be spent instead of raising money in taxes, and that, we think, 
would have a most serious inflationary effect, and it is certainly most 
undesirable. Therefore, we think this fund will have to be spent 
quite gradually during the next 2 or 3 years unless the inflationary 
pressures let up. 

Mr. Wicetesworru. You mean there is no surplus capacity for 
military construction in respect to which this could be applied now? 

Mr. Bissex1. I think in total dollar volume there is not very great 
excess capacity. There is a little, I am sure, in particular plants, 
but quite aside from the specific industrial capacity that could be 
discovered, there is of course the limitation that unless that capacity 
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is put into production there is less spending somewhere else in the 
economy, and then the effect on foreign balances and domestic infla- 
tion could be very serious. 

Mr. WiacteswortH. What does the estimated military contribution 
of $400 million include? 

Mr. Bissexu. I will give you a figure. The figure that I gave you, 
sir, 1 think was for an expenditure of $400 million, and I have a break- 
down only in detail of the larger figure of $525 million, the larger 
figure being that which we believe would be obtainable on the basis 
of a somewhat larger amount of aid. 

Mr. WiceteswortH. Why could not $125 million be provided out of 
these counterpart fund balances? 

Mr. Bisseux. It could. We have, as I mentioned in the case of Italy, 
generally in making up these figures, assumed that there will have to 
be some counterpart funds, some of the 95 percent counterpart funds 
spent, to achieve the total military expenditure figure that we have 
given for all the countries. 

I will get you an exact estimate of the allowance we have made, and 
I think that there is a real possibility that we can try to raise the total 
figure in that way. But I do believe the limits are rather narrow and 
I would be surprised if it were possible to exceed that total figure by 
more than $50 million of military expenditures through as free a use 
of counterpart funds as would be consistent with economic stability 
of the country. 

Mr. Wiccieswortn. Did not the original plan contemplate an ex- 
penditure of $125 million for military purposes ever and above what 
would be done now ? 

Mr. Bissexz. Yes. 

Mr. Wiccteswortn. It must mean that capacity to that extent then 
is available. I would think on that basis that either the difference 
could be replaced out of the balance of counterpart funds, or that 
some reduction in the recommendation might be possible. 

Mr. Bissett. Mr. Wigglesworth. There is no doubt that as far as 
the financing is concerned that could be done out of the counterpart 
funds. If we had expected that total production in the Netherlands 
would be appreciably larger, and that it was out of a larger total pro- 
duction that the expenditure of $525 million for military purposes 
would be possible. That larger total production in turn would re- 
quire the use of more foreign exchange by the Netherlands. It is for 
that reason that we have actually about $40 million larger use of for- 
eign exchange that would on our estimate be required to support the 
highest total production which would make possible the higher mili- 
tary budget. That isthe limiting factor. It is not, of course, an abso- 
lute limit. The willingness to make a freer use of military reserves, 
coupled with the use of counterpart, could overcome that limitation 
and thus make possible the attainment of a larger expenditure figure 
if one looks at this matter solely from the standpoint of military 
capability. 

You are quite right, that implied in our analysis is a judgment that 
there ‘eonld be physical capacity for a larger program than we be- 
lieve is likely in fact to be achieved. 
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GROSS DEBT 


Mr. WiecLeswortn. Will you furnish for the record, please, a state- 
ment on debt, domestic and foreign, and also the investments abroad, 
as you have for other countries? 

Mr. Bisset. Yes, sir. 

(The information is as follows :) 


Gross debt—Netherlands, in millions of dollars 


Total Government debt—Dec. 31, 1949________ ea eee Se og eae ted $7, 230 
Foreign debt ___-___ ‘ 897 
| A ao 6, 333 

Classification of debt by creditor currency: 

United States dollars (U. S. Government) 

SERRE DEEL SA oe SEED TE ENE EAR ALO TETSU SS OLB E 
Sterling aos Orne d 

Canadian dollars___-— sist sense dstgctas  ccbicn at ceoeninasbeteediglssacs Sania ae eidie pedeleaaamias 
Swedish kroner___- 

Surinam florins 


Total 


Mr. Bissevy. I can give you a figure for the gross debt of the central 
government at this time. The figure does not distinguish between 
domestic and foreign debt, and it amounts to some $7.25 billion in 
round numbers. To be exact, it is $7,230,000,000 pross indebtedness. 

Mr. Wiceteswortu. Both foreign and domestic? 

Mr. BisseLu. Foreign and domestic, and we are getting the break- 
down of that for you. 


Mr. Couperr. It is a fact, is it not, that there is nothing in the exist- 
ing appropriation bill or the existing law that impairs your fregdom 
to modify these allocations as between countries ? 

Mr. Bisseii. That is correct, Mr. Coudert. 

Mr. Coupert. Or to add, if you find it necessary, or to cut off some 
country, if you found it no longer necessary ? 

Mr. Bisseiu. That is exactly correct. 


GREECE 


WITNESS 


ARTHUR GARDINER, SPECIAL ASSISTANT TO ASSISTANT SECRE- 


TARY FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS 


Mr. Gary. We will now consider the proposed aid to Greece. 


_ In that connection we will insert into the record, page 30 of the 
justification. 
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(The information is as follows :) 


Estimated balance of payments in gold and dollars and all currencies 


{In million dollars and dollar equivalents} 





| 1950-51 1951-52 





Total all | Total all 
| ve | eo 
(excluding : (excluding 
LS pou | ownde- | United gre ;|_ own de- 
¥ silars pendencies | States = ills ” pendencies 
oMars | ‘and over- oars | ‘and over- 
seas terri- seas terri- 
tories) tories) 


Item 


| 
i 
| 
| United 
| States 
| 
| 








A a ae 4 $141.4 | 394.9 | $85 $118.0 | $338. 0 

; Payments for services.................| 26. 30.6 | .4 25. 29.2 | 67.1 

. Exports.._--- ee i. 17.6 

. Receipts for services___- 

5. Net balance of DOT - Sit ow sical 

Net balance of trade and services (in- } 
cluding DOT) __----- _.-----| —88. 32.2 | 314.: 8, —101.0 

. Net settlements_-_--.--_.-- | 24. ; : ns — 102.0 





(a) EPU (bracketed amount in- 
dicates total EPU position) -) 
(5) Other 


. Net capital operations 
. Net balance of payme nts 


METHOD OF FINANCING 
. Change in reserves __-__- 


. Change in pipeline.__.__- FET REGLERS | 
. Total dollar aid 





Of this amount $115 million were financed by an initial credit position with the EPU. 
2+ is reduction of pipeline. 


Mr. Martin. I would like to present Mr. Arthur Gardiner, special 
assistant to Assistant Secretary McGee, who will testify on Greece. 

Mr. Gary. Mr. Gardiner, we are very glad to have you. 

It appears from the table which has been inserted in the record that 
the total dollar aid for Greece is $170 million. 

Do you have the population figures ? 

Mr. Bisseiu. Yes, sir. The population is 7,970,000 at the end of 
1950. That compares, sir, with the prewar figure of 7,183,000. 


PROPOSED AID 


Mr. Chairman, referring to the table on page 30 of the document 
before you, I want to make the same comment in the case of Greece 
that I did in the case of Austria. You will note that the total aid pro- 
posed, even on the basis of the appropriation request which is before 
you, considerably reduced from the authorization request, is $170 
million, which is only $3 million less than the amount of dollar aid 
to the individual country in 1950-51, which would appear to imply 
a continuation at about the same level. 

But, as in the case of Austria, the situation as between the 2 years 
is very different with respect to Greece’s trade with the EPU area, 
which is broadly Western Europe and the sterling area. You will 
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note from this table on line 7(@) that in the fiscal year 1951 Greece 
ran a trading deficit with the EPU area of $140 million, of which 
some $115 million was covered through an initial credit position or an 
extension of credit by the European Payments Union. That extension 
of credit was covered by the dollar contribution of the United States 
to the European Payments Union. Therefore, if you take this aid 
received indirectly by Greece last year in the form of a drawing 
account and add it to the total of $173 million of direct dollar aid 
the total, as you can see, was $288 million as compared with $170 
million proposed for the current year to cover both purposes. There 
is, therefore, a very, very sharp reduction implied in these figures. 


DEFICIT IN EPU 


Mr. WiceLesworrn. May I ask you this question in that connection : 
You anticipate a $102 million deficit to EPU in the next year; do you 
not? 

Mr. Bissett. That is correct, sir; we do. We anticipate that that 
will have to be covered entirely by Greece with dollar payments. In- 
deed, we feel that that will have to be covered entirely out of the $170 
million, Mr. Wigglesworth. For that reason, when I come to it, the 
commodity program for Greece is proposed to amount to only some 
$68 million, which is the balance that will not be required to cover its 
trade within Europe. 

May I just say, Mr. Chairman, as a general comment on this point, 
which I think is relevant, especially to Greece and Austria: It is our 
very definite view that it is better for the United States to make it 
possible for these countries to run a trading deficit in Europe for an- 
other year—speaking for myself I would say, sir, for several more 
years—than to make dollars available to them only to cover purchases 
in the United States or the Western Hemisphere. There are many, 
many items which these countries like Greece can buy either in Europe 
or over here. If at a time like the present, when we have inflationary 
problems of our own to contend with, the Greeks shifted their pur- 
chases to North America, that in the short run may make our situation 
more difficult. But more serious than that, if the Greeks become 
more dependent than they are today upon supplies from the United 
States the possibility of their getting on their own feet within a few 
years and being able to pay their own way, I believe, would be sharply 
reduced. 

To put it another way; it is easier for the Greeks in the next few 
years to build up their earnings in Europe and the sterling area than 
to build up their earnings here. So although we are positively dis- 
couraging the practice of buying items in Europe at prices much 
higher than they would have to pay in the United States, we believe 
that we should not be pursuing the opposite policy of actually making 
it easier to pay for something bought here than to pay for the same 
item when bought in Germany or England or France. 

Mr. Gary. What would be the effect on the EPU of these large re- 
payments by these countries, which you are proposing? 

Mr. Bissett. During this coming year, sir, it is our belief that the 
EPU, as I remember it, will approximately balance its account. 

Actually the EPU will lose some $24 million in gold and dollars 
during the year. That is to say, gold payments to the clearing house 
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will fall about $24 million short of gold receipts from the clearing 
house. That is allowing for the payments to be made by or on behalf 
of Greece and the other countries. 

Of course, the clearing house does have substantial reserves and 
should, in our view, be able to meet that sum. 

Mr. Gary. They will have a balance of $326 million at the end of the 
year ¢ 
” Mr. Bissetx. I have forgotten the exact figure they have now, but 
it will be approximately that; yes, sir. 


MILITARY EXPENDITURES 


Now, Mr. Chairman, may I run through the figures that I have 
usually presented on these countries ? 

For military expenditures, in the fiscal year just ended they were 
some $179 million in Greece. We expect that those will probably be 
smaller on the basis of the amount of aid here proposed in the current 

scal year. 


DISPOSITION OF EPU BALANCE AT END OF PROGRAM 


Mr. Gary. What will be done with that EPU balance when this 
program expires next year. 

Mr. Brsseun. Mr. Chairman, that balance remains as the property 
of the payments union subject to the following provisions: First of 
all, I should explain again, sir, or refer again to my earlier testimony. 
W hen that money was originally contributed last year to the payments 
union and became an asset there were set aside against it certain 
liabilities, credits extended to countries like Greece, Austria, Iceland, 
and Turkey. During the operations of the European Payments 
Union it has so happened that gold and dollar payments to the union 
have been required in approximately the same amount as the gold and 
dollars paid out. Nevertheless, you will understand that as a clearing- 
house its books do balance in every accounting period. 

What happens in each accounting period is that the payments are 
made to creditors partly in gold or dollars and partly by borrowing 
from them. Payment is made by debtors to the clearinghouse partly 
in gold and dollars and partly by the borrowing of debtors from the 
clearinghouse. Therefore, at any given time the European Payments 
Union has a balance sheet which shows large obligations to creditors, 
which obligations have never been covered by gold and dollar pay- 
ments. It also shows large amounts owing to the clearinghouse by 
debtors who have paid partly in credit and only partly in gold or 
dollars. 

At the inception of the institution the gold or dollar contribution 
that we made was largely offset by credits to countries that we expected 
” be, and that have turned out to be, debtors. Because that was the 

‘ase, the payments union, if it were liquidated today, would have to 
use most of the original contribution of dollars to cover its debts to 
creditors. It has a small ‘apital or net worth, if you will, but that is 
the sole measure of the extent to which it would have assets over and 
above the short-term liabilities it has assumed. 

Mr. WieeLeswortnH. Does that mean that it would not under those 
conditions collect from its debtors ? 
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Mr. Bisset.. No, sir. Put it this way: The Payments Union 
would be in difficulties, and will be unable to make complete pay- 
ment to all its creditors in gold and dollars, only if it were unable 
to collect the full amount of sums due it by its debtors in gold or 
dollars. There is a very real chance, of course, that if the lquida- 
tion occurred in the immediate future that it could not collect from 
Greece and Austria and Iceland the full amount. 

Mr. Wiceteswortu. The balance that the chairman referred to 
is on the assumption that debts are paid in full and that collections 
are made in full. 

Mr. Bissett. Yes, sir; that is correct. 

Now, may I say, Mr. Chairman and members of the committee, 
another thing. In the agreement which established the EPU it is 
stipulated that the institution cannot be liquidated without the as- 
sent of our Government, and any specific liquidation plan proposed 
can be rejected by us. The Union, the Payments Union, itself, its 
own board of managers, can carry out a liquidation which leaves our 
original contribution intact any time they wish to do so without our 
assent, but there can be no liquidation that makes use of any part 
of the original $350 million contribution; that is, without our assent. 

Our present hope and expectation is that this will prove to be a 
valuable permanent institution in Europe. Should it fail to be such 
a permanent instittuion it is my belief that some part, and probably 
a sizable proportion, of our original contribution made out of last 
year’s appropriation will have to be used, even assuming full pay- 
ment of their debts by debtors, to cover the Payments Union’s lia- 
bilities to its creditors, It is my own personal view that any balance 
above that, of course, should be available to this Government again. 
That is possible under the present terms of agreement. 

Mr. Wiceieswortnu. Well, that is equivalent to saying, I take it, 
that the operations would have resulted in a loss of around $350 
million. 

Mr. Bissett. Well, it is equivalent to saying that, Mr. Wiggles- 
worth, but I think there is another way to put it equally correctly. 

For instance, last year when we gave Greece a claim as a grant- 
in-aid on a grant basis and not as a repayable claim, a claim of $115 
million, against the European Payments Union, the $115 million out 
of the $350 million that we put in was in effect earmarked to cover 
that claim. Now, Greece has fully utilized that $115 million by this 
time. Greece owes no obligation on that account to the Payments 
Union. 

The same is true to the extent of $80,000,000 for Austria. If you 
take those two countries alone, $195,000,000 out of the total of $350.- 
000,000 which we put into the Payments Union were covered at the 
same moment by claims on behalf of these two countries, and I believe 
it is only fair to say that to that extent, at least, the $350,000,000 was 
really a form of aid to Greece and Austria. It was not really the 
original capital of a central clearing house at all. 

For reasons I have already referred to, it happened that the Pay- 
ments Union’s total bank accounts in dollars have been maintained 
nearly intact. But nevertheless it would be true as of today or at any 
given moment in the past that to liquidate it, even if every debtor paid 
in full, would mean that most of that $350,000,000 would have been 
required to complete payment to the creditors. 
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The basic reason for that is that a lot of debtors were given claims 
on the clearing house which are not credits, coh al speaking, because 
the debtor is under no obligation to repay them. That was done only 
in the case of these weaker economies, but it was done in those cases. 

Mr. WiceieswortH. Were there others in that category, other than 
Greece and Austria ? 

Mr. Bissetz. There were, sir. I will get you the list of them. 

My recollection is that some of the aid to Turkey was in that fashion. 
Iceland was always in that category and will be this year. My im- 
pression is that Greece, Turkey, Iceland, Austria exhausted the major 
part of the sums covered by offsetting claims in that fashion. 

(The following was submitted later :) 

In addition to the grants of indirect dollar aid, a number of countries last 
year received indirect aid which was used for financing deficits in their accounts 
with other European countries, This indirect aid took the form of initial credit 
balances in the accounts of these countries with the European Payments Union. 


The countries receiving grants in the form of initial credit balances in EPU, 
with the amounts received, were: 





Million 

EES Vo REG te EP LEME RE INURE SB SEAS LS EROS ES OE I $80 
(NED ES SpA. PUR ABS A Ts RTO Co Ce RAR a Me OL LEe eS SOE SSR ae OPES 115 
(eR EE SES REESE PURSE SR EIST PLL ER Pe SSRIS STG PR Fle SRE RE Ce De + 
Norway-_-_-~.-- REPRE SAN IEE ac PISS AAA EIES SERIES Sees ie ees oP Pa Oe eS, Be 50 
ERR ESI IIS LW ERA LG Le Ne OIE WER ESE TDI PROD RT CORT 30 
aE Ae ORE a AER ele A 2 oa aT a RA ng el ee Say Aaa Be 279 


In addition, two countries received initial credit balances in the form of loans, 
as follows: 





Million 
eRe EPR SAS er oer Dae ACN Re ee ee Ree ee iti a ee Ss 
I iis ilk sien wipageeninciiows PE ek. ZT SSO A LS ae 25 

cS SEER TGR Di pot RS SERS es We i ed IB SU Ih aan LG GO eco ec Rahs BOR 35 


These initial credit balances were allotted by the ECA, in accordance with 
article 10 of the EPU agreement. They were financed in two ways: 

(1) Three of the countries which were expected to be creditors in EPU made 
grants to BPU, which in turn were covered by so-called conditional aid allotted by 
ECA. These grants to EPU, known as initial debit balances, were made as 
follows: 


Ba SSR IY ERENCES rR alae MONEE tao SPIRO Tas Ge Ae Pe SE $29, 375, 000 
ERE OE ly Sean tis SSIS ts SCR, ae PORE Nate TR Da SRC) pc: i pn Nea Se 21, 200, 000 
REI RE ig ert TE sen AEE Spe SS Ege OU SI ae ee 150, 000, 000 

2 TELE Seep Os PROS PTS PLEO OBER S ESE EET aT fe OOP ee reo 200, 575, 000 


Mr. Couperr. It does make one wonder whether the Payments 
Union serves any useful purpose. 

Mr. Bissett. Well, Mr. Coudert, the Payments Union enabled more 
trade to be financed and transacted among these countries in the past 
fiseal year by a very large margin, with a good deal smaller use of 
dollars, the actual using up of dollars in the process, than has been 
possible in the year or two preceding. 

We started out, sir, simply using some of the dollar aid in the first 
year of the ERP to enable the French to buy in Belgium for dollars 
some of the things they wanted to import from Belgium. We then 
got away from that to something called the intra-European Payments 
Plan. Under that plan a part of the dollars that we gave as aid to 
Belgium were called conditional aid. That meant that Belgium as an 
89249—51—pt. 2——15 
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offset to receiving, let us say, $100 million from us, had to give $100 
million of grants-in-aid in Belgian francs to countries like France 
and others. So, in fact United States dollars still were being used to 
finance a margin of the trade moving in Europe. 

That was still going on in this third form in the fiscal year that 
has just ended, but we were financing a great deal more trade with 
very many fewer United States dollars than at any time, I think, 
since the war. I think that is the measure of success. 

It has not been, sir, a permanently self-supporting and self-sustain- 
ing enterprise, but it has come a lot closer to it than any of the pre- 
ceding devices. 

MILITARY EXPENDITURES 


Well, Mr. Chairman, to run through a few of the figures, I have 
mentioned that in the case of Greece we expected that with $170 
million of aid military expenditures would total $143 million, down 
some $36 million from the preceding year. Relating that to total pro- 
duction of Greece measured as the gross national product was $1,835,- 
000,000 in fiscal 1951, and we expect that that will be down to $1,720,- 
000,000. In other words, it will be off about $115 million total during 
the current fiscal year. 

On the basis of the amount of aid originally proposed to be author- 
ized we would have hoped for an increase in total production of about 
$105 million, instead of a decrease of about $115 million. 

Some of that decrease will come out of consumption, which we ex- 
pect, eliminating the effect of price changes—that is, in constant 
dollars—will go down from $1,544,000,000 to $1,409,000,000. 

Capital investment will be reduced somewhat from $297 million 
to $258 million. The reduction will also, as I have just indicated, 
affect military expenditures. 

In short, I believe that the general impression you should have is 
that in cutting total aid from the figure of $288 million, including this 
aid received by way of the Payments Union last year, down to $170 
million this year, will get us back pretty close to what used to be called 
the “disease and unrest” standard of assistance in Greece. The decline 
in capital investment that I have mentioned, I think, does not by any 
means express the full importance of that change, because, of course, 
starting fees any particular point capital expenditures can be cut 
back only relatively slowly as particular projects are finished. What 
the figure implies to my mind is that no new major projects will be 
started that are already so far advanced that it will be grossly waste- 
ful of the Greek resources and of our own not to complete them. 

That, in turn, really means that the progress of Greece toward a 
state of affairs where it will have recovered and be self-supporting is 
likely to be slowed down if not entirely halted during this period. 

I do not think I need to take the time of the committee to remind you 
of the circumstances that explain the relatively unrecovered state of 
the Greek economy, or the reason why, as I think Mr. Foster said as 
long as 2 years ago, we never have believed that Greece could be self- 
supporting any more than we believed that Austria could be self-sup- 
porting by the end of the original Marshall plan. 

In Greece what we are feeling still is the 2 years of delay occasioned 
by the civil war in Greece, coupled with the fact that this is one of the 





225 


poorest countries in terms of its income and one of the poorest in 
natural resources in all of Europe. I think under any circumstances 
it is going to be a pretty long pull. 


GOVERNMENT EMPLOYEES 


Mr. Gary. Also, it has one of the largest numbers of government 
employees. 

Mr. Bissetx. I think that is undoubtedly true. 

Mr. Gary. What improvement has there been in that respect ? 

Mr. Bisse.x. I cannot give you figures, but I will be glad to present 
them in full. 

Mr. Gary. I wish you would. 

Mr. Bissett. Unless Mr. Gardiner has some remarks he would care 
to make on that specific point. 

Let me give you just these figures. I am afraid they do not answer 
your question of what improvement there has been, but they may ex- 
plain it on the contrary. 

By the central government alone, our estimate is that in the year 
just ended over 12 percent of the gross national product was being 
taken as taxes, and that that will rise very slightly from 12.3 to 12.8 
percent for the central government in the current fiscal year. 


TAX COLLECTIONS 


Mr. Gary. What about tax collections? They have very poor tax 
collections. 

Mr. Bisseiu. That isa figure, sir, for tax revenue, and is supposed to 
reflect the effect of tax collections. 

Of course, it is a much smaller proportion than for countries like 
Britain, the Netherlands, and the United States, but Greece is a coun- 
try with a per-capita national income in 1950-51 estimated at $194 per 
person per year. It is, I think, with the sole exception of Turkey, 
the poorest by quite a wide margin of any of the European countries 
here under discussion. 

If you take the Netherlands, the per-capita national income figure 
is over $400. Germany is just barely under $400. Countries like Bel- 
gium and Denmark are over $600. These are not the figures for per- 
capita consumption, which I have given you for all the countries, but 
the per-capita national income. In a country as poor as Greece, to 
have 12 percent of its gross national product taken for government 
purposes, it is, of course, an indication of extreme poverty. 

Mr. Gary. Have there not been pretty wide tax evasions there? 
People of wealth have concealed their wealth and sent their posses- 
sions to other countries for the purpose of escaping taxation, have they 
not? 

Mr. Bisset. I think there has been. Up until some 8 or 10 months 

-ago I think the most important form that that took was that the Greek 
shipowners had most of their vessels moved out to Panamanian flags 
or other flags and moved themselves out to other countries. Even 
when they themselves did not change their residence their vessels were 
operating under other flags. Therefore, they completely evaded any 
Greek taxation. 
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The Greek Government did take very drastic measures on that par- 
ticular form of evasion a good many months ago. I believe that in 
the case of all shipowners still resident in Greece they are now doing 
an effective job of tax collection. Beyond that I am afraid I am not 
competent to tell you any more details. 

Do you want to add anything, Mr. Gardiner? 

Mr. Garptner. I think that is an example, Mr. Chairman, of the 
very effective action by the ECA itself, moving in on a very difficult 
situation. You were able to use the leverage of aid, as I understand 
it, to effectively collect taxes from the shipbuilders in particular, 
many of whom had left Greece during the war and had gone to 
Turkey. 

Mr. Gary. What about Government employment ? 

Mr. Garprner. I would like, if I may, sir, to provide the answer 
to that figure. I am sorry I do not have it with me. 

(The information may be found on p. 238.) 

Mr. Gary. I know that when the Commission was over there on 
the first Greek loan that was one of the main things that the Com- 
mission stressed very materially, trying to force the Government to 
reduce the number of employees. 

Mr. Garpriner. Yes. 

Mr. Gary. They thought the Government should reduce employ- 
ment materially. I do not know how successful they were. 

Mr. Garprner. There has been a measure of success, but I would 
like to have the accurate figures, which we will give you, sir. 

Mr. Roonry. Could you give us any idea of it at the moment? 

Mr. Garprner. I am afraid not, sir. 


Mr. Gary. If the program has succeeded, you might bring the 
methods along, too, so that we can try them in the United States. 


ECONOMIC SITUATION IN GREECE 


Mr. Coupert. Mr. Chairman, I wonder how Greece got along be- 
fore the war, if anybody here happens to recall. 

Mr. Bissetu. One of the ways, Mr. Coudert, they have gotten alon 
at various times in the past century has been through the British 
subvention of one kind or another. 

Mr. Couperr. That is what I was getting at. Has Greece been 
substantially self-sustaining economically at any time during recent 
vears ¢ 

Mr. Bissetx. I think occasional years, sir, are about as much as have 
happened. 

May I go off the record a moment ? 

( Discussion off the record.) 

Mr. Bissevv. I think, Mr. Chairman, there is one other element of 
the answer to Mr. Coudert’s question which I think we should men- 
tion at this time. That is, that since the war Greece has had a special 
and new trouble which is, I think, largely additional to its earlier and 
historic difficulties. One of its largest sources of foreign exchange his- 
torically has been its tobacco business. Greek tobacco is sold and ex- 
ported, of course, to some extent here and very widely in Europe. Dur- 
ing the 1930’s one of the reasons that Greece was able to balance its 
external accounts as well as it did was that many of the European 
countries already were short of dollars. They were already discrimin- 
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ating against the United States. Hitler in particular virtually cut off 
imports of United States tobacco and made up with purchases of 
Greek and Turkish tobacco, so that the autarchy that was then prac- 
ticed in Europe, which injured our own tobacco growers in this coun- 
try, was indirectly of some benefit to those countries. 

Their trade with the United States was extremely small. They ob- 

tained most of their machinery and metal goods from Germany and 
Europe and they paid for it by exporting tobacco to this artificially 
ng market. Since the war, the markets in Europe have not 
een protected to anything like the same degree for Oriental tobaccos 
and for a variety of reasons Greek tobacco has not been competitive, 
for instance, with Turkish, which is the other main source of Oriental 
tobacco, and it has not been competitive with United States tobacco. 

There are a lot of reasons for that and Dr. Fitzgerald is more of an 
expert on them than Iam. They have deep political roots in the coun- 
try. It is a case of an industry in which domestic protection, or what 
started as domestic protection, has really killed its competitiveness as 
an export industry. 

The result is, if one would compare the record of the last 2 or 3 years 
with prewar in Greece, I suppose that the largest single element of 
deterioration in Greece’s ability to pay its own way has been the smaller 
part played by Greek tobacco exports. 

We have hammered at this very, very hard and I think we are 
making progress, but it is not going to be an overnight affair to get 
cests on in that industry, to get them somewhat to restrict their 


acreage so that they do not have costly internal subsidies to buy 


up parts of a crop that will never be salable, to get their prices down 
and again to become competitive. 

But it is fair to say that you do have today’s situation where Greece 
could expand its direct-dollar earnings even significantly through 
sales to American tobacco companies to go into their Oriental to- 
baccos for their blends if they could ee better quality tobacco 
at a competitive price. 

If you want to give further attention to this subject as I say, Dr. 
Fitzgerald can do better than I on it. But we have to make clear 
to you gentlemen that this is one of the elements in the problem and 
quantitatively a pretty serious one. 

Mr. Gary. Our growers in the South were claiming sometime ago 
that Greece was maintaining a sales force over in Germany and was 
about to take over the German markets completely so that there would 
be no United States tobacco sold in Germany. 

Mr. Bissett. Mr. Chairman, your tobacco interests in this country 
are still claiming that and still afraid of it, and there is no doubt in 
my mind that the Greek Government has put more energy into trying 
to get protection for its product in other countries of Europe than it 
has into trying to get the quality up and the cost down. We have 
taken the strongest sort of issue with them on that line, but that at- 
tempt of the Greeks to revive the sort of protection for their product 
that they had in the thirties is one of the symptoms of the underlying 
difficulties that I have referred to. 

Mr. Garprner. If I might add this; I think there is another factor 
there of the trade in the late thirties, and that was the metals and 
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minerals business where again they were doing business with the Ger- 
mans who were stockpiling such things as bauxite, for aluminum, and 
pyrites. Most of those deposits are now considered to be submarginal 
in terms of present prices, but there is some hope that Greece could 
get better international revenues from its mines. 

Mr. Courver. Going back to the period Mr. Bissell was speaking of, 
when Greece was largely maintained by foreign subventions, what 
sort of procedure was used? How were the foreign subventions pro- 
vided, in a general way, if you know? 

Mr. Bissetx. I do not know very much about that, Mr. Coudert. I 
think there is no doubt that at times they were in the form of direct 
assistance by the British Government to the Greek Government, to help 
them to establish themselves immediately after intervention, or in sim- 
ilar ways. But beyond that generalization, I do not know the details. 

Mr. Gary. I was talking to a Member of the Congress the other 
day who had just returned from a trip to the Near East and he was 
rather critical of some of the things that were going on there and one 
thing in particular, he said that in Turkey, I believe, and possibly 
in Greece, he saw tractors and oxen plowing fields practically side 
by side. He seemed to think that ECA was making a mistake in mak- 
ing tractors available, because of the small size of the farms there. 
Can you give us some information along that line? 

Mr. Bissetu. May I ask Dr. Fitzgerald to speak to that? 

Dr. Frrzgeraup. Mr. Chairman, in general I agree with the com- 
ment of whoever you were talking to, that most Greek farms are not 
large enough to efficiently and effectively use tractors. There are, 
however, in some parts of Greece, in the Salonica Plains, for example, 
areas in which power machinery can be used efficiently. In those 
areas there is a relatively small volume of farm machinery in use. 
I have here the number of tractors on the farms in Greece. Prior 
to the war there were 1.250 of them and the estimate for 1950 is 2,800, 
slightly more than double the number there were before the war, but 
still a rather fractional quantity in terms of the total motive power 
required in a country. 

Mr. Gary. Throughout Europe farms are small and probably do 
not justify machinery of that kind. Could not some plan be worked 
out, or do you have plans whereby one person might own a tractor 
and make that tractor available to others, by renting it out? Could 
not that be done to advantage and increase production by the use of 
machinery in farming ? 

Dr. Frrzcrratp. Two things are being done, Mr. Chairman. One 
is single ownership with rental arrangements and the other is a fairly 
considerable growth in the cooperative ownership of tractors and 
other power machinery to be used on farm of all the members of a 
group. 

Tractor numbers in Europe—and this is aside from Greece—are 
increasing quite rapidly. The same phenomenon is appearing in 
Europe as has appeared in this country with tractor power going up 
and horse and oxen and cow power going down. That is particularly 
true in France, in the Netherlands, in Germany, and even to a lesser 
extent in Italy. For Europe as a whole—I would like to correct this 
figure for the record—I suppose there are now on the farms probably 
four times as many tractors as there were before the war. 
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TUESDAY, SEPTEMBER 25, 1951. 
BALANCE OF PAYMENTS 


Mr. Gary. The committee will come to order. When we recessed 
yesterday, you were discussing Greece, Mr. Bissell. Will you please 
continue. 

Mr. Bisseuu. I believe, sir, we were referring to the balance-of- 
payments table for Greece, which is on page 30 of the justifications. 
Mr. Chairman, I would like to remind the members of the committee 
that the two figures shown on that table for aid to Greece for the fiscal 
year 1951 and proposed for 1952 are not comparable; as indicated in 
the footnote, Greece also received indirect aid through the European 
Payments Union in the amount of $115 million in the fiscal year 1951. 
So, the comparable total for that year was $288 million as compared 
with $170 million proposed. 

I mentioned, I believe yesterday, that in the case of Greece we 
expect total military expenditures to decline from the figure of $179° 
million in the fiscal year 1951 to $143 million in the current fiscal year 


INTERNAL SITUATION 


Mr. Gary. What is the situation now with respect to their internal 
disorders? 

Mr. Bissetu. Those are well under control, sir. I think there are 
probably still occasional internal disorders that have to be brought 
under control, but there is no large-scale civil war continuing. As you 
know, after the end of the civil war, approximately 2 years ago, a major 
reduction was undertaken in the size of the Greek armed forces. 
About a year ago, if my impression is correct, that decline was halted 
and the size of the Greek Army was stabilized at a level somewhat 
higher than had originally been planned. That decision was taken in 
the light of the general international situation, however, and was not 
prompted by the internal-security position in Greece. 


PLAN TO INCLUDE GREECE AND TURKEY IN NATO 


Mr. Gary. Can you tell us something about the plans to take Greece 
and Turkey into the NATO? 

Mr. Bisse. I can tell you so little beyond the facts that have 
already been published: that it has been proposed and now accepted 
by the North Atlantic Council that Greece and Turkey should be 
invited to join the North Atlantic Treaty Organization and to join 
in the North Atlantic Treaty. That will, of course, extend to them 
the protection of the other North Atlantic Treaty members, which 
will assume the regular treaty obligations toward Greece and Turkey. 

I do not think this has any immediate implications for military 
expenditures or military planning in the two countries. The Turkish 
military establishment is, of course, already very sizable for the size 
and economic strength of the country, as, for that matter, is the Greek 
military establishment. 

Mr. Gary. That will have to be approved by the Senate; will it 
not? 

Mr. Bissexu. It will, sir. 
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Mr. Garpiner. It is subject to ratification by all the NATO powers, 
I believe. This might be a time-consuming process. 

Mr. Gary. Have Greece and Turkey indicated a willingness to join? 

Mr. Garpiner. I think we can say that without hesitation, yes; 
they have indicated their interest. 


MILITARY EXPENDITURES 


Mr. Bissevu. Continuing, I might say, sir, that the defense burden 
that has been borne and is being borne by Greece is heavy for a 
country that is poor as it is. In the fiscal year 1951 the defense 
expenditures of $179 million to which I have referred amounted to 9.8 
percent of gross national product. That was actually a higher per- 
centage of gross national product going to military Rurneers than the 
equivalent percentage for any of the North Atlantic Treaty nations or, 
indeed, the United States itself during the fiscal year just ended. 
During the new fiscal year the percentage will be a little bit lower. I 
believe it will still be in the neighborhood of 9 percent, and that 
means that the relative burden assumed by the Greek Government 
will be nearly as great as that assumed by France and the United 
Kingdom and greater than the burden of such countries as Germany, 
Canada, the Netherlands, and Norway. 

I believe I mentioned that all the components of gross national 
product are also expected to decline, consumption declining by about 
$135 million, investment by about $40 million. 


STANDARD OF LIVING 


I mentioned I believe in my testimony yesterday the implications of 
this halting of further economic progress in Greece. I would like 
now to say just a word on the absolute standard of living, which, as 
I think I mentioned, in general terms is lower than for most of the 
countries for which we have figures. 

I do not have an accurate comparison with prewar. In terms of 
dollars, however, per capita civilian consumption is estimated in the 
fiscal year just ended at $209 and is the lowest figure with the excep- 
tion of Turkey or any that we have examined. It is a good deal less 
than half the standard of living of countries like France. It compares 
with figures of $550 per person per year for Belgium and, of course, 
with an enormously higher figure for the United States. 

It is our expectation in the new fiscal year that that will go down 
from $209 to about $190 per capita. So that in absolute terms this 
will continue to be one of the lowest standard-of-living countries in 
Europe. 

My impression is that its standard of living is still below the prewar 
figure, but the problems of price changes make an accurate comparison 
extremely difficult. 

Mr. Gary. They have had a great deal of trouble with inflation in 
Greece; have they not? 

Mr. Bissett. They have, sir. As to the tax burden, I think I 
mentioned that tax revenues in the fiscal year 1951 were estimated to 
be just over 12 percent of gross national product for the Central 
Government, and about the same percentage is expected for the new 
fiscal year. 
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FOREIGN TRADE 


I would like now to pass to a consideration of the foreign trade of 
Greece. I have mentioned, I think, that Greece has run a large trade 
deficit both with the United States and the dollar area and with the rest 
of Europe, virtually, ever since the war and we had some general 
discussion yesterday of the background of that and the reasons for it. 

In the fiscal year 1951, total purchases of goods and services for 
the dollar area amounted to $172 million. We expect that that will 
decline to $147.2 million in 1951-52. If that figure of $147 million 
were further deflated to remove the effect of price changes, it would 
amount to just over $141 million. 

In volume, therefore, imports of goods and services, we expect a 
decline by about $30 million; and, I repeat, that is from the dollar 
area. It is, of course, largely because of that necessity of compressing 
imports that we expect total production in Greece to decline, and 
believe that Greece will have to curtail its military expenditures. 

We expect total exports of goods and services, which were $39.8 
million in fiscal 1951, to rise to $46.2 million. That is without any 
adjustment for price changes, and therefore reflects both higher 
prices and somewhat larger volume and compares with the figure of 
$147 million for gold and dollars imports. In other words, Greece, 
even in the current fiscal, will still be currently earning through sales 
of goods and services only about one-third of the dollars that it requires 
to pay for goods and services from the dollar area. 

can give you some brief summary of the statement of the proposed 
program and then some indication of the commodity composition of 
Greek trade. 

We have a proposed ECA-financed program amounting to only 
$68 million, because it is expected that $102 million of the proposed 
aid of $170 million will be required to cover Greek deficits with the 
clearinghouse. 

Mr. Gary. That is EPU? 

Mr. Bissevu. That is EPU; yes, sir. The $68-million program is 
made up as follows: Food, $52.6 million; feed and fertilizer, $800,000; 
other agricultural products, $500,000; fuels, $1.7 million; industrial 
raw materials, $3.3 million; capital equipment, $3.1 million; and trans- 
portation, $6 million. 

The total import program for 1951—52—I will give you simply a 
few figures on that. From the United States the total, as you can 
see from line 1 of the table on page 30, is expected to be $85 million. 
Something over $3 million is expected to be food and is the largest 
single component. $11 million for industrial raw materials and $8 
million for capital equipment are the other two large components or 
large items in the anticipated total imports from the United States. 

There are very small imports expected from Canada, only $2 million, 
but some $26 million from Latin America, of which much the largest 
item is food, at $21.5 million. 

Those are the main items that I think are worthy of note in Greece’s 
expected imports from the dollar area. 

There are some $17 million of imports expected from nonparticipat- 
ing sterling-area countries—that is, sterling area other than Britain 
itself—and total imports from the other participating countries as a 
group are expected to amount to $188 million. As with these other 
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European countries much the largest share of Greece’s trade is with 
its European neighbors. 

I can give the committee information on expected exports, if that 
is desired. I do not want to spend too much time on that. Exports 
to the United States are estimated at $19 million—that is, commodity 
exports. Much the largest item is listed under the heading “Other 
agricultural products” and is, I presume, tobacco. 

As a matter of fact, out of total exports to all areas of $112 million, 
something over half is tobacco and foodstuffs. I imagine olive oil and 
dried fruit are the other two large items. 


GOLD AND DOLLAR RESERVES 


I will anticipate, if I may, one or two other points as to Greece’s 
gold and dollar reserves. These were some $44 million on June 30th, 
last; that is, at the beginning of this fiscal year. That is a very small 
figure, of course, in absolute terms. You will note that those reserves 
cover about one-third of one year’s dollar expenditures for goods and 
services. 

Taking into account the need for imports of goods and services, 
expected to be $147 million, and the expected payments of $102 million 
to the Payments Union, a total of about $250 million of dollar pay- 
ments—you will note that the dollar reserve would cover only a little 
less than one-fifth of that. So that Greece really has reserves on which 
she could run for something between 2 and 3 months and no more. 

There is a small item in the table on page 30 in line 8 for “Capital 
operations.” There are no items of significance there. There is listed 
under that heading expected receipts or earnings of dollars, if they 
can be called that, of about $2 million, representing some United 
States technical-assistance aid in various forms to Greece. I think 
that could perhaps have been appropriately listed elsewhere. 


REPAYMENTS 10 UNITED STATES 


There are two scheduled repayments to the United States Govern- 
ment: $400,000 on an Export-Import Bank loan and $600,000 on a 
surplus property loan, a total of $1 million. 


RECEIPTS OF PRIVATE CAPITAL FUNDS 


There is a small allowance, to be specific some $2 million, for receipts 
by the Greek economy of private capital funds, some repatriation of 
private capital. It is the total of those items that gives the small 
plus item of $3 million. In the year just ended the item you will 
notice was a minus $17.2 million. 


USE OF DOLLARS FOR PURCHASE OF GOLD SOVEREIGNS 


You may be interested in this. Much the largest item in there was 
the use of dollars to purchase gold sovereigns for sale domestically in 
Greece. You will note from what I have just said that no allowance 
has been made for a similar item in the current fiscal year. I believe 
myself that the estimates are in error in that respect. I should perhaps 
mention this point to the members of the committee. 
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Greece is one of the few countries left where there is still a certain 
form of free gold market. The central bank still sells gold sovereigns 
freely on demand. This is, of course, a means whereby money can 
be taken out of the country under the exchange controls and yet 
legally, because any citizen can use drachma to purchase gold sov- 
eigns and then, of course, store the gold, hoard it, or take it out of the 
country. 

So the extent of gold sovereign sales by the central bank to Greek 
citizens is, if you like, a measure of the outflow of private capital and, 
of course, it 1s a direct burden on the Greek dollar position as such. 

The reason this practice has been continued in Greece and with the 
reluctant approval of this Government, is that it is believed necessary 
not only by the Greek Government but by the United States financial 
agencies, to maintain some degree of internal stability in Greece. The 
fact that the local currency can in this way be turned into gold has 
undoubtedly preserved a degree of confidence in the currency that 
would be very difficult to preserve otherwise and we have therefore 
conceded that this was a necessary phenomenon. 

I repeat, no allowance has been made for this form of gold outflow 
in the current fiscal year. I personally believe that this gold outflow 
will undoubtedly continue on a moderate scale. 

Mr. Gary. To what extent has it existed in the past? 

Mr. Bisseiu. The figures for 1950-51, which are the ones I have 
just quoted, are $18.7 million gross outflow. There was a small off- 
setting capital item in the form of a United States Maritime Com- 
mission advance in that year, but you will notice on line 8 of the table 
for 1950-51 there is an item of minus $17.2 million, and that repre- 
sents the gold outflow. 

Mr. Gary. Does any of that flow back into the Treasury? 

Mr. Bisse.u. I think none of it historically has gone back except 
in this form. The figure that I quoted for the outflow, $18.7 million 
against which there is a small offset—that figure itself is a net figure. 
Almost every week the central bank sells gold sovereigns and it also 
buys some. In periods when there is a sudden lack of confidence in 
the Greek currency, sales may run very, very heavy, for 2 or 3 weeks. 
Then, several times, when some confidence in the currency has re- 
turned, that process has reversed and for a period of days or weeks 
the central bank may buy more gold sovereigns back from the Greek 
citizens than it sells to them. 

For instance, as I remember the position about the time ot the 
devaluation in 1949 there were heavy sales of gold sovereigns and the 
Greek drachma was devalued along with other currencies. There 
was a general confidence that new exchange rates could be held and 
there was a heavy return flow of that gold back into the Bank{of 
Greece. But the figure of $18.7 million, nearly $19 million, repre- 
sents the net loss of gold through this operation during the previous 
fiscal year as a whole. 

Mr. Gary. What is the rate of exchange of the drachma at the 
present time? 

Mr. Bisse. 15,000 to the dollar. 

Mr. Wice_eswortn. How long has that been the rate? 

Mr. Bisseuu. Since the devaluation in 1949. I think that was 
—_ October, 1949. Before that the rate was about 10,000 to the 
dollar, 
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The market rate in 1948-49 was running about 14,000 when the 
official rate was still 10,000. The market rate through most of 
1950 and early 1951 has been about 17,000 as compared with an 
official rate of 15,000. The spread has not been very large relatively 
speaking in recent months. 


PAYMENTS FOR SERVICES 


I will say one word on the payments for services, in line 2, and the 
receipts for services. As to what are listed receipts for services, 
much the largest item is migrant remittances estimated at $12 million 
in fiscal 1951 and $10 million in the current fiscal year. 

You will notice the total receipts are some $22 million and $23 
million respectively for the 2 vears, so migrant remittances make up 
about half of that. 

The other two sizable items are shipping earnings, $3.5 million in 
the fiscal year 1951, rising, we expect, to $5.5 million in the current 
fiscal year; and tourist earnings which are of just about the same 
magnitude. 

The payments for services are running slightly above the receipts 
and much the largest of the.payments are payments for the trans- 
portation of imports, over $17 million last year and about $16 million 
in the current vear. 


STATUS OF COUNTERPART FUNDS 


The other point I will cover, sir, is the counterpart situation. 

I have today for the first time, sir, the figures for all of these coun- 
tries, as a matter of fact, cumulative through July 31. I can make 
these available to the members of the committee for the countries we 
have covered in this form or we could go back through the record, if 
you prefer, and substitute July 31 figures. 

If I may, I will give the Greek figures to the later date. The total 
adjusted dollar equivalent of deposits cumulatively through July 31 
was $644 million of which $30 million had been reserved as 5 percent 
counterpart and $614 million available for use by the Greek Govern- 
ment. 

The total approved for withdrawal was $330 million of which $321.6 
million had been withdrawn. Of the amount withdrawn $139.7 
million was for the promotion of production, $42.7 million of that in 
the field of agriculture and $10.5 million in manufacturing; $2.8 
million in mining and nearly $60 million in transportation, com- 
munications, and utilities. Of that nearly $60 million, $27 million was 
in roads and highways and $12.5 million for the railroads. 

There were also loans to industry and the like of some $13 million. 
All of those items are within the total I gave a moment ago of $139.7 
million for the promotion of production. Other purposes have ab- 
sorbed $181.9 million of which much the largest part, nearly $98 
million, was for the care of refugees and the other major part of that 
was $56 million for housing. 

Naturally, I think a lot of that housing was also rural housing 
reconstruction. The committee will remember through the Civil War 
period the central government had a very heavy burden in caring for 
refugees who were driven out of their rural communities and who then 
had to be resettled, and those items represent a very large cost. 
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I may say that outlay has largely ceased with the return of the 
refugee population to their communities. 

The 5 percent counterpart available is $30.9 million, of which some 
$4.7 million has been transferred to the United States Treasury for the 
use of other agencies ; $3.7 million has been obligated for administration 
and basic materials and for the information program, and $22.6 million 
{iano of these 5 percent counterpart funds remains unobligated as of 
June 30. 

I think the only other point that may be of interest is the recent 
actual course of trade in Greece and a few figures on production. I 
have mentioned that Greece’s trade deficit has continued to be large. 
It is hard to see very much trend in it over the past few years. We do 
expect that with the aid figure here proposed economic activity will 
have to be somewhat cut back, as I have mentioned, and the balance 
of trade deficit closed in that fashion. 

Industrial production is not important as a total in Greece, but it 
is high relative to prewar. It is some 25 to 30 percent above prewar. 
I would rather have Dr. Fitzgerald say something about agricultural 
production. 

INFLATION 


There has been some degree of inflationary pressure in Greece 
really right along. As of the latter part of 1948 there was quite a 
marked rise in commodity prices. They went up about 15 or 20 
percent soon after the devaluations. They were then more or less 
stable until mid-1950. They took a sharp rise after Korea and 
another sharp rise last winter, and are now about 30 percent above 
the 1948 level. There has been a more or less steady increase in the 
volume of bank credit and bank deposits outstanding, although the 
volume of currency in circulation has been about stabilized since 
the end of 1949. 

The picture, then, is of a price inflation that is more than has 
occurred in Germany and Italy over the whole period. It is not 
much greater than that which has occurred in France, and it is paral- 
leled by a pretty steady expansion of bank credit. 

Mr. WiaGLeswortH. Over what period is that inflation? 

Mr. Bisseiu. Roughly, since the end of 1949 up to the present 
time. 

Mr. WiacieswortuH. That does not include the inflation that they 
had between the end of the war and prior to 1949? 

Mr. BissEeuu. No, sir. I am talking only of the last 2 or 3 years. 

When I said that commodity prices were about 30 percent, that is 
in comparison with 1948. 

The total consumer index is up even higher than that in Athens. 
The figure is about 140 with 1948 as a base. 


AGRICULTURAL PRODUCTION 


Dr. Firzgeratp. Agricultural production in Greece has recovered 
to about the pre-war level. In 1947-48, immediately following or 
during the height of the guerilla activities, agricultural production in 
Greece was about 75 percent of prewar. Recovery has been to well 
above the prewar average on crop production. It is lagging on 
livestock production, 
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Livestock output is still less than 90 percent of prewar with the 
grain crop production up to some 110 to 115 above prewar. Two of 
the crops which have expanded particularly in the last 3 years have 
been cotton and rice, both of which prior to the war had been largely 
imported. One of the more successful activities of our agricultural 
program in Greece has been the development of irrigation and drain- 
age projects in some of the land of the area, which has brought that 
land into production and enabled Greece to become self-sufficient 
largely in those two crops. 

I am particularly delighted with the output of their rice crop, which 
to them is a very important dietary food. 

Greece, of course, will always require substantial imports of food 
products, particularly grains and meat. The country is now about 
two-thirds self-sufficient on food production, but still needs to import 
a third of its consumption requirements, and I think will continue to 
require a substantial level of food imports, particularly the two 
that I have mentioned. 

They also need to import 100 percent of their sugar requirements. 

Mr. Gary. Sheep raising is quite an industry in Greece. 

Dr. Firzcerautp. Prewar sheeping numbers in Greece were about 
8,500,000, and as of 1950 they were about 6,500,000. 

Cattle numbers are down from 1,300,000 to 750,000 as of 1950. 

Horse numbers from 356,000 down to 232,000. Greece, of course, 
also has a large number of goats, around 5,000,000. 

Mr. Gary. They make a good deal of cheese? 

Dr. Firzceraup. Yes. 


STATUS OF THE BUDGET 


Mr. Bissett. I have a few figures on the Central Government 
finances. 

There have been deficits in the past 4 years. I have the figures here 
for the Greek fiscal year which parallels ours. The latest is information 
for the fiscal year 1951. In that year our latest estimates are, total 
revenues—and these figures are in billions of drachmas—4,596,000,000 
drachmas. Total expenditures, 8,546,000,000 drachmas. The reve- 
nue, 4,596,000,000 drachmas. 

Mr. Wiceiesworts. They are spending practically 2 drachmas 
for every drachma that they take in? 

Mr. Bissett. That is right. The way in which that is covered 
very largely is with counterpart funds, because included in that 
expenditure total that I have given you is their capital outlay, which 
has been running between 2,200 and 2,600 billion drachmas in the 
last 2 years, and that includes both grants and loans for domestic 
capital outlay and the reconstruction work undertaken by the Govern- 
ment itself, most of which is financed with counterpart. 


CAPITAL INVESTMENT PROGRAM 


Mr. WiccLeswortu. Do you mean that they have a capital invest- 
ment program of almost 60 percent? 

Mr. BisseLu. The figure that I gave for total expenditures, sir, 
in the fiscal year 1951 was 8,546 billion drachmas and their ordinary 
expenditures were running about, in round numbers, 5,980 billion 
drachmas. 
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Mr. WicGiesworrtu. If you look at it in terms of revenue it can 
be said that they are putting 60 percent of all collection into capital 
investment. 

Mr. Bisse.u. Yes; but I think it is a little more accurate, in view 
of the fact that counterpart has been used mainly for that purpose, 
to say a rather small amount has been used. Indeed, the counterpart 
expenditures have more than covered the total of the capital items 
in the budget, and, as I mentioned in giving the cumulative figures 
on counterpart expenditures, quite a lot of counterpart has to be used 
for the costs of relief to the refugees, the cost of their resettlement, 
and other such current expenses in the budget. 

Greece has also had some reparation payments which they have 
used likewise to cover some of their capital expenditures. As a 
matter of fact, in the last 2 years, in the fiscal years 1950 and 1951, 
their counterpart fund expenditures, together with reparation pay- 
ments—mainly from Italy—have covered about 7,000 billion drachmas 
of their capital expenditures. After an allowance for the use of coun- 
terpart and reparations their deficit, if you like on a cash basis, has 
been as follows: 

In the fiscal year 1948, just under 800 billion drachmas, 

In the fiscal year 1949, just over 300 billion drachmas, and for the 
fiscal year 1950 something over 800 billion drachmas, and in the fiscal 
year 1951 it looks as if they were just about in balance; that is to say, 
the counterpart and the reparation payments have covered enough of 
their capital outlay so that the rest of their budget is about in balance. 

Mr. WiaceieswortsH. That is to say, almost 50 percent of their 
expenditure is to be covered either by counterpart funds or reparations? 

Mr. Bissetu. That is correct, exactly. 

The actual figures I have for this latest year, fiscal year 1941, are, 
revenue, 4,596 billion drachmas; counterpart funds and reparation 
expenditures, 3,925 billion drachmas. 


INCREASE IN REVENUE FROM TAXATION 


I might mention one more point about the Greek budget, which is, 
their total revenue from taxation has been rising quite steadily and 
steeply. 

Beginning in the fiscal year 1948, total revenue was 2,201 billion 
drachmas, and has risen just to over 3,000 billion drachmas in 1949, 
and over 3,700 billion drachmas in 1950, and 4,596 billion drachmas 
in the fiscal year 1951. 

Mr. WiceLeswortu. This figure for expenditures which you have 
given us, of course, includes expenses of their own military set-up, and 
the estimate which you make for their contribution to the NATO 
organization. 

Mr. Bissett. That is correct. Their defense expenditures have 
been consistently the largest single item that is identified in their 
budget, and has been larger than the total for the civil government 
and other direct expenses in every year since 1948. 

That is the national defense budget, not including refugee costs 
and other expenses growing out of the civil war. Those have been 
the third large element in the ordinary expenditures. 

Mr. Wiecieswortu. As a general question, I assume that in all 
these budget figures that you have given us, if there is an extraordinary 
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budget, or if it is divided into two or three parts, we have been given 
the combined picture in each instance? 

Mr. Bisse.v. I have tried to do that in every case. I have indicated 
the breakdown only as I have explained in the testimony. 

(Discussion off the record.) 

Mr. Bissexu. I think, Mr. Chairman, that completes my testimony. 

Mr. WicGieswortn. There is no dollar financing contemplated in 
this picture? 

Mr. Bisse. I mentioned, Mr. Wigglesworth, we have an allow- 
ance for small private financing amounting to some $2,000,000, which 
is included in the item of plus $3,000,000 shown for capital operations 
in line 8, page 30. 

Mr. Wiccieswortn. That is the only dollar financing included 
in this picture? 

Mr. Bisseiu. That is correct, sir. 


GROSS DEBT 


Mr. WicGLeswortH. You might insert in the record, if you will, 
the debt and investment picture. 

Mr. Bisseu. Yes. 

(The information is as follows:) 


Gross debt, Greece 


Total Government debt, June 30, 1950______- pei Hed _. $171, 000, 000 





Foreign debt ! 
Domestic debt 


i The data on foreign debt are extremely unreliable pending a settlement of the servicing of these obliga- 
tions. 


CIVIL SERVANTS IN GREECE 


Mr. Garpiner. The figure for civil servants in Greece is as follows: 
In 1940, 60,389; in 1947, 79,745; in 1951, it has been reduced to 72,770. 
I think it is fair to say that there is steady pressure from the ECA and 
the aid group to cut off as many as we can. 


MILITARY EXPENDITURES 


There is another factor which properly, perhaps, falls in the military 
presentation, but I think it can be brought out that the aid cost, the 
economic aid cost, and the numbers of Greek divisions maintained in 
the field makes a very favorable comparison to costs of maintaining 
soldiers of the United States in the field. That was brought out in the 
previous hearings. 

I think while it may not belong directly in the economic presentation 
it is a very important factor which you may wish to go into further. 

Mr. Gary. That relates more to the military situation, but what 
is the pay of the Greek soldiers? 

Mr. Garpiner. It is very low. It was brought out that the Turk- 
ish pay was 21 cents per soldier per month, and they are equipped 
with only two uniforms a year. It is fantastically economical com- 
pared with the other figures. 

Mr. Gary. I thought that France was bad enough. That was 5 
cents a day. 
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Mr. Garpiner. Twenty-one cents a month is the correct Turkish 
figure. 

Mr. Wiacteswortu. That would explain the economy. 

Mr. Garpiner. Yes; but it is an economy that should not be over- 
looked in relating both the volumes of economic and military aid to 
thesé countries. 

Mr. O’Hara. I might make a minor correction. Instead of two 
uniforms per year per soldier, they provide two uniforms per soldier, 
one summer uniform and one winter uniform, for his entire tour of 
duty, which has been a year at one time in the past, but which has 
now been extended and will eventually be 2 vears. 


GOVERNMENT DEBT 


Mr. Bisseiv. I can answer the question on Government debt in 
the Greek case at this time. 

The total outstanding as of June 30 last, domestic, was 2,565 billion 
drachmas, which works out to $171,000,000. That is the domestic 
short-term debt. Most of that accumulated, I suppose, during the 
past 5 vears. 

The long-term domestic debt is, in terms of current prices, virtually 
negligible. 1 think it is impossible to put down an accurate figure for 
the external debt, for reasons which were illustrated in the discussion 
here yesterday. 

There is both private and public external debt going back over long 
periods, but debt payment, or servicing of that debt, has been sus- 
pended also for long periods, and it is therefore extremely difficult 
to make any accurate estimate of the extent to which there is a real 
obligation which is likely to be met in the future. 

Mr. Gary. Now, we will take up the remaining countries as a group 
with the understanding that the appropriate pages of the justifications 
and other statistical tables which have been inserted for the countries 
thus far will also be inserted for each of the other countries. 

Mr. Bissetu. Mr. Chairman, may I draw your attention to the 
table on page 19 of the budget presentation which shows the proposed 
amount of aid to countries for the current fiscal year. I believe this 
table is already in the record. You will note, sir, that we have now 
discussed all but five of the countries to which it is proposed to provide 
aid in the current fiscal year. The five remaining ones are: Denmark, 
Iceland, Norway, Turkey, and Yugoslavia. 


COUNTRIES NOT RECEIVING ECONOMIC AID 


Mr. WieGLeswortuH. There are 10 countries shown on the page to 
which you refer, but 5 of them apparently are not scheduled to receive 
“~ economic aid? 

Mr. Bisse.u. That is correct, sir. 

Mr. WiaeGieswortH. Those five being Belgium-Luxemburg, Tri- 
este, Ireland, Portugal, and Sweden in addition to the United King- 
dom already discussed? 

Mr. Bisse.u. That is correct. 

May I at this time say just a word or two about these countries 
that do not expect to receive any economic aid: Ireland and Sweden 
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are, of course, both neutral. Neither of them is a member of the 
North Atlantic Treaty. They are receiving no military aid, either. 

In the case of both Ireland and Sweden, economic aid was discon- 
tinued during the course of the fiscal year 1951, and by agreement 
with the governments, and I think this committee will have no 
interest in those two countries. 

I do want to say that we are continuing on a very pk Rake scale 
some technical assistance in the case of Ireland, and we still have a 
very small mission in Ireland. Most of this technical assistance is in 
the field of agriculture and the funds for it are included in the total 
proposed for technical assistance, which is shown in line 3 of the 
comparative summary of obligations on page 18. 

Mr. WicGLeswortH. Under ECA? 

Mr. Bisse.u. That is correct, sir. 

The situation of Trieste is as follows: We have proposed to provide 
some dollar aid to Trieste which continues to be in serious economic 
difficulties, but with the reduction in the amount authorized it is our 
belief that the aid to Trieste should be administered as a part of the 
total to Italy, and we are treating it, therefore, in that fashion. 

In the case of Belgium-Luxemburg, we had originally hoped that 
it would be possible for those countries greatly to step up their mili- 
tary effort during the forthcoming year, and if they did so they would 
require some moderate economic assistance. Again, with the cut in 
the sum authorized for this purpose, we believed that the need was 
less urgent in Belgium than in any other country, and it was therefore 
our judgment that no economic aid should be furnished. This matter 
was discussed with the Belgian Prime Minister at the Ottawa Confer- 
ence and we expect shortly to make a joint public announcement, 
jointly with the Belgian Government, of the termination of any 
economic aid to that country; so in the case of Belgium, as in the 
others, this is a matter that is definitely settled as between the two 
governments. 

We are left then with Belgium and Portugal and the United King- 
dom as three countries that will be receiving military end items during 
the current fiscal year, but upon the basis of our present plans, will 
not be receiving any direct economic assistance. 

I will, therefore, in the balance of my presentation, limit myself 
to the five countries I listed a moment ago, and I want to treat the 
case ot Yugoslavia rather separately from that of the other four, 
mainly because of the nature of our information about the country is 
rather different and also the arrangements concerning the furnishing 
of economic support to Yugoslavia are quite different from those that 
obtain in the other areas. 
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DENMARK 


Denmark—-Estimated balance of payments in gold and dollars and all currencies 


[In million dollars and dollar equivalents] 





1950-51 1951-52 
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+ is use of reserves; — is accumulation of reserves. 
+ is reduction of pipeline. 


To begin with, I make these general remarks with regard to Den- 
mark: The military effort being undertaken in that country is even, 
relative to its resources, very much smaller than that in the other 
NATO countries. One of the reasons is that Denmark has had very 
extreme difficulties with its balance of payments ever since the war. 
It is a country characterized by one of the highest standards of living 
in Europe. ‘Traditionally, it has paid its way in the world by import- 
ing quite a lot of feed as well as its industrial raw materials and fuels. 
Its main exports before the war were agriculture. 


FOREIGN TRADE DIFFICULTIES 


What has happened, very briefly, to Denmark since the war is that 
it has been able somewhat to build up its industrial production and 
its industrial exports. It has become something of a shipbuilding 
country and it is much more of a ship-owning and operating country 
than it was before the war. 

Offsetting those positive developments, however, the Danes en- 
countered two difficulties. First of all, what they sell they sell 
almost entirely in Europe and that means they sell for European 
currencies, and that is of course obtained from pork, butter, 
eggs, and other agricultural products. 
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One of their staple imports, and large imports, has to be feed, and 
that has had to come in quite large tonnages since the war from the 
Western Hemisphere, so they have found themselves selling for ster- 
ling and, to a lesser extent, for continental currencies, while buying 
for dollars. 

The other difficulty is, especially the importing countries that take 
their agricultural produce, and notably Britain, have driven a very 
hard bargain with the Danes since the war. They have, therefore, 
found themselves paying steadily rising prices for not only the feed 
which they buy in the Western Hemisphere, but industrial fuels and 
raw materials when they can buy those in Europe, and they have not 
been able to achieve nearly as rapid or as large increase in the prices of 
what they sell, so both in terms of price and as to the nature of the 
currency in which they buy and sell, the Danes have found themselves 
in a very difficult position, a rather chronic dollar position. They 
are, therefore, in a situation of a country which, looked at from one 
standpoint, is turning in a poor performance because it is enjoying a 
high standard of living and devoting relatively a small portion of its 
resources to rearmament, but after all that poor performance is at least 
in part explained by the acute foreign exchange difficulties that I have 
just outlined. 

MILITARY EXPENDITURES 


Some of the figures to which I wish to call your attention specifically 
in the case of Denmark are these: Their military expenditures were 
some $56,000,000 in the fiscal year 1951. We expect them to go up to 
$90,000,000 in fiseal year 1952. In the fiscal year 1951 those expendi- 
tures were only 1.7 percent of a gross national product of $3,385,- 
000,000. We expect that in the fiscal year 1952 the gross national 
product will remain almost exactly constant, eliminating the effect 
of price changes. The exact figure we expect is $3,390,000,000. 

There will, therefore, be a slightly higher percentage of that gross 
national product going to defense purposes, but even so the percentage 
will be of the order of 24% percent of the gross national product as 
against figures running up to 8, 9, and 10 percent for most of the 
North Atlantic Treaty countries, including some very much poorer 
countries than Denmark. 

We expect that total consumption in Denmark will go down slightly 
from $2,536,000,000 total to $2,456,000,000 next year. In other 
words, part of this rather modest increase in defense expenditures 
will be achieved at the expense of a reduced standard of living. 


STANDARD OF LIVING 


There are other figures I will give you on the standard of living. 
Per capita consumption in 1950 was some 6 to 8 percent above prewar. 
It is not only relatively high considered from the standpoint of the 
past; it is also, in absolute terms, one of the highest, if not the highest, 
in Europe. 

Per capita consumption in dollars was $590 per person in 1951 as 
compared with $529 for the United Kingdom, which is about the 
third highest in Europe, and $550 for Belgium. It is still, of course, 
a good deal less than half the per capita consumption in the United 
States. 
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The situation in Denmark, these figures suggest, is one in which it, 
I think, can not be said that the Danes can afford no greater cut in 
their own standard of living in order to make a contribution to the 
defense of Europe. My feeling is that they are bearing a good deal 
less of a burden, taking account of their high standard of living, than 
most other countries, and the need for economic aid for Denmark 
does not, therefore, derive simply from the difficulty of finding the 
total economic resources, finding their total production out of which 
their military contribution can be made; the need does arise out of 
their foreign-trade position rather than the availability of resources 
and total production within the country. 


DEPENDENCE UPON WESTERN HEMISPHERE FOR FEED GRAINS 


Mr. Coupsert. Mr. Bissell, you made the point a moment ago that 
one of the difficulties arose from the fact that they had to turn to the 
Western Hemisphere for feed grains for their cattle and chickens and 
what not. Is that because the feed grain is unavailable in the iron- 
curtain countries, where they used to trade, or that they have elected 
not to resort to the old markets? 

Mr. Bissetu. I would rather have Dr. Fitzgerald answer that, 
sir. My impression is that prewar they obtained more feed grain 
from what is now behind the iron curtain. I think they have always 
imported, however, from Latin America as well. 

I think one thing that has intensified their financial problem is that 
there was not such a sharp distinction, especially in the case of Latin 
America, betweep the dollar and nondollar area, as there has been in 
the last few years. 

Mr. Coupert. The question was prompted largely by the recent 
report that Great Britain has contracted for a million tons of coarse 
grain from Russia. 

Mr. Bissetyi. The British have been buying a large volume of 
course, sir, all through the last few years. 

Mr. Coupert. I know. Therefore I wondered why such a small 
country as Denmark, with obviously a relatively small demand for 
coarse grains, should be forced to the Western Hemisphere at this 
time as opposed to being able to acquire the necessary grains from the 
east. 

Dr. FirzGeraLtp. May I comment on that, sir? 

Prior to the war Denmark got its feeds—which include both protein 
feeds and coarse grains—from principally three different sources. 
They got it from Argentina; they got it from the Balkans; and they got 
it from Manchuria. 

Since the war the Argentine feed production has been sharply re- 
duced. As Mr. Bissell has indicated, they have had a foreign exchange 
problem with sterling as well as with dollars on their purchases from 
Latin America. Particularly Argentina has been reduced substantially 
from the prewar level. 

Manchuria has been a very intermittent source of supply, particu- 
larly of the protein feed since the war, although the Danes do pian to 
get some substantial quantities of the protein feeds from that area in 
the coming year. 

The third source that they have normally relied upon has been the 
Balkans. The Balkan grain production has first been reduced and 
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second been controlled largely by the Russians since the war. The 
Danes do get and do plan to get about 25 percent of their feed grain 
supply from back of the iron curtain, excluding Manchuria. Their 
difficulty, of course, is first that the total grain production back of 
the iron curtain and the exports available from that source have 
been very sharply reduced since the war. 

Mr. Covuprert. That is one thing I wanted to know. I think that 
is very important. 

Dr. Firzcerauip. The British have over the last few years been 
able to make trade agreements with Russia for some 800,000 to 1 
million tons a year. As you correctly indicated, sir, they have just 
completed an arrangement to pay for 1 million tons. They are, 
however, in a much better position to trade with the iron-curtain 
countries than Denmark, whose export resources for trading with the 
east are not nearly as varied or as adequate as the British resources 
are. 

Mr. Covupert. Thank you. I think that answers my question. 


DANISH IMPORTS 


Mr. BisseLit. The Danish problem, which I have characterized as 
a foreign trading problem, is being rendered much more acute at 
the present time by a development rather parallel to the one to which 
Dr. Fitzgerald has just referred. That is that Denmark is going to 
have to rely much more heavily in the current fiscal year than in the 
previous year on coal imports from the United States. Denmark has 
relied mainly on the Polish, German, and British coal. 

I think we have explained to the members of the committee that 
exports of British and German coal have fallen off sharply, especially 
British, and currently Polish exports to the west are also being cur- 
tailed. We have had to make allowance, therefore, for Denmark 
greatly to increase its coal purchases here. 

That not only means a larger total dollar commodity import, but 
it is reflected very sharply in the transportation costs that Denmark 
has to pay. 

BALANCE OF PAYMENTS 


Referring, sir, to the balance of payment table on page 27, for Den- 
mark it will be noticed that we expect commodity imports from the 
United States and total gold and dollar commodity imports to decline 
in this year from the levels of the previous fiscal year. That is without 
any allowance for price changes. Of course, the decline in physical 
volume will be very much greater than the small decline shown in 
dollar volume. That, however, is more than offset by the fact that 
payments in gold and dollars for services will be more than doubled 
in the current fiscal year. 

That extremely large increase is almost entirely in the form of the 
payment of dollar freights. Those in turn are related to this antici- 
pated heavy movement of coal from the United States. The move- 
ment of coal, I suppose, will amount to something on the order of 
$25 million to $30 million worth, including freight, during this year. 
In a country as small as this, and with as small a dollar trade, that can 
have a major effect. 
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I think, therefore, to summarize the position of Denmark, the inter- 
nal load, measured, for instance, by the tax burden or the percentage 
of gross national product which is going into defense expenditures, is 
quite light. It is our judgment that Denmark could devote more 
resources to defense expenditures. 

The tax burden of all levels of government is estimated at about 
18 percent of the gross national product, or 19 percent last year, which 
is considerably below the figures for most of the European countries; 
below the figure for as poor a country as Italy, for instance. We do 
not have an estimate of the probable tax burden in the current year. 

The internal burden is light. The standard of living is high. 

Foreign trade problems have been very acute since the war, for the 
reasons that have been brought out. Those are reasons largely peculiar 
to the situation of Denmark itself. At least, they are much more 
extreme reasons in the case of Denmark than in the case of the other 
countries involved. 

May I go off the record at this point, sir? 

(Discussion off the record.) 


RESERVES 


Mr. Gary. I notice this contemplates a decrease of $12.2 million 
in the reserves. What are the reserves at the present time? 

Mr. Bissetui. The reserves at present, sir, are some $76 million, 
which includes the central bank official holdings and excludes those 
of the foreign exchange stabilization fund. Those reserves increased 
about $12 million since devaluation which is one reason that we believe 
there should be some use of reserves. 

Mr. Gary. So that the reduction in 1952 will just about offset 
the increase last year? 

Mr. Bissetu. Yes, sir. 

POPULATION 


Mr. Covupert. What is the total population of Denmark? 

Mr. Bisseuiu. Let me get the figure, sir. It is 4,290,000. I might 
sav that there has been a considerable increase, also, since before the 
war, when the figure was 3,777,000. It is about a 500,000 increase on 
a base of 3.7 million since before the war. 

Mr. Covuperr. Off the record. 

(Discussion off the record.) 


IcELAND 


Mr. Bissett. Mr. Chairman, I would like next to continue and to 
mention very briefly Iceland, for which, as you will note, we are 
proposing some $6 million of aid out of the amount requested to be 
appropriated. 

Mr. Gary. We shall insert in the record at this point page 31 of the 
justifications. 
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(The document is as follows: ) 


i 
Iceland—Estimated balance of payments in gold and dollars and all currencies 


{In million dollars and dollar equivalents] 





| 
1950-51 | 





| Total all Total all 
| currencies currencies 
Item (excluding | tal (excluding 
lv 1 | “own de- | United own de- 
pendent | States pendent 
over- over- 
seas terri- 
tories) 


| dollars | 


ee pe a, le 2) Mg 2. ; ‘ $45.8 
. Payments for services.._..______. 0} § : ; t 10.4 
. Exports ‘ 5.0 | . 30.8 | . 6 | , 37.8 
. Receipts for services__..............- 4 3. 2 ; 
. Net balance of dependent overseas 
SSS ae ee 
. Net balance of trade and services (in- 
cluding dependent overseas terri- | 
tories) 
. Net settlements. __- 7 
(a) EPU (amount in parentheses 
indicates total EPU posi- 
| RR Ur ee : 
(b) Other. ...__.- FEE 
. Net capital operations. d 
9. Net balance of payments. 








METHOD OF FINANCING 


. Change in reserves__- 
. Change in pipeline 
2. Total dollar aid ___- 








1 Of this amount $4 million were financed by an initial credit position with the EPU. 
? — is increase in pipeline. 


ECONOMIC SITUATION 


Mr. Bisseiu. I do not have very much statistical information on the 
position of Iceland. I think I can cover the situation and the issues 
there adequately in fairly general terms. 

Iceland itself is not making any significant defense effort. Again, 
the real importance of the country to the defense of the west is, of 
course, its availability to the west rather than any contribution 

economically or in manpower that is made by the people of Iceland 
themselves. 

Iceland is in a situation which has certain parallels with that of 
Denmark on the economic side. During the war, when British and 
later the United States troops were stationed there, and when extensive 
Air Force installations were constructed in Iceland, it suffered from 
inflation. There was a particularly acute shortage of goods of all 
kinds, because the shipping problem was a serious one. 

In spite of the shortage of goods there was an inflation of incomes, 
and by the end of the war and immediately following it a considerable 
rise in the standard of living took place. That rise in the standard 
of living has never been fully reversed, and many of Iceland’s post- 
war economic problems grow out of the fact that it probably has a 
standard of living that it cannot in the long run and by its own 
present economic resources support. 

Aside from and in addition to. that particular historical develop- 
ment in the country it is, of course, or has been, a one-industry 
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country. The one industry has been fishing, and the fish have been 
herring. Ever since the war, since it was possible to restore the 
fishing fleet, the Icelanders have had exceedingly bad luck. The 
herring catch has been poor, I think, in all years except one. More- 
over, they have faced much intensified competition as a fishing coun- 
try from the other fishing countries of Europe. I think the compe- 
tition has not been the decisive factor by any means, but the inade- 
quacy of the herring catch has been. 

So year after year the country has found itself struggling to sup- 
port possibly too high a standard of living, and with its main and 
absolutely critical industry—the one industry in terms both of 
employment that it furnishes and of the earnings of foreign exchange— 
in effect crippled. 

Recently, and I should say really only in the last year and a half 
to 2 years, the Icelandic Government has recognized that they must 
try to cut down the dependence of their country on this one source 
of income and of foreign exchange. They are trying, therefore, to 
encourage certain types of agriculture. They have a project for 
building a fertilizer plant. They are trying to make some use out 
of their water power. In other ways, also, they are trying to make 
the country a little bit less dependent on the one source of revenue. 

They have carried out a considerable capital investment since the 
war in the fishing industry itself, to improve their competitive con- 
dition. They freeze much more of their fish than they used to. As 
I have suggested, they have largely rebuilt their fishing fleet. 

I think, however, that although they have started down the right 
road and there is prospect that in the longer run the island can 
become self-supporting without a major social crisis, which I think 
would follow a very drastic cut in their standard of living, that 
although that is the case Iceland has certainly been one of the weakest 
economies in Europe since the war. 

I think, quite aside from the question of defense expenditures or 
inflation they have given rise to world-wide, Iceland is one of the coun- 
tries that would continue to need economic aid for several more years. 
Indeed, Iceland is one case where the effect of the defense programs of 
other countries and in particular our own might reduce and eliminate 
the need for economic aid much sooner than would otherwise be pos- 
sible, because Iceland may again begin to earn significant sums of 
dollars as a result of the United States troop expenditures or other 
United States expenditures on the island. 

That, broadly, is the economic position. There may be a few figures 
that it is useful to provide. 


DATA ON ICELAND 


We do not have figures for any military expenditures in the country. 

The gross national product in 1950-51 was estimated as around $100 
million. It is expected to be slightly higher, $110 million, in the cur- 
rent fiscal year, with imports of the size that we have proposed. 

It is a country in which the tax burden is fairly heavy. The 
estimate we have is about 18 percent of the gross national product 
taken in taxes. 

Also, it is a country, in absolute terms, measured by per capita 
consumer expenditures, of a relatively high standard of living. The 
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figure is $525 per person per year, which is less than Denmark and 
Belgium and the United Kingdom, but higher than that of most of 
the other European countries. 

I do not have an index that would give a comparison with prewar, 
but my impression is that it is decidedly higher than prewar, perhaps 
some 10-percent higher. 

As to the main developments that we expect in foreign trade, the 
total purchases of goods and services for dollars were some $13.7 
million in the year just ended. We expect those to be just the same 
in the current fiscal year. Of course, adjusting for price changes, we 
expect a reduction from $13.7 million to $12.4 million in the volume 
of imports of goods and services. 

There is a table covering Iceland on page 31 of the budget presenta- 
tion, and there, as you will see, the entire reduction is in merchandise 
imports. There is indeed expected to be some increase in payments 
for services, which I think simply reflects higher freight rates and 
consequently higher transportation costs. 

Very briefly, then, to summarize, this is a country where the relation- 
ship of economic aid to military activities is in one sense nonexistent. 
There is no significant military effort being undertaken. The necessity 
for the economic aid, to cure the economic difficulties of the island, is 
accounted for by the rise in the standard of living during the war and 
the failure of its basic industry. 

I think the principal judgments that are required to be made here 
are whether it is still worth while for us to continue in effect to cushion 
the impact on the people of the country of these elements or cir- 
cumstances that I have outlined; whether it is worth our while to 
continue to cushion their impact in the interest of preserving Iceland 
as an ally of the west and having it still accessible to us. 

. Mr. Gary. Off the record. 

(Discussion off the record.) 


POPULATION 


Mr. Wicc.teswortn. What is the population of Iceland? 

Mr. Bissett. One hundred and forty-three thousand, sir. I might 
say, sir, that that is over a 20-percent increase since prewar; another 
specific circumstance that I think I should have mentioned in explain- 
ing the present position of the island. 

Also, Mr. Chairman, may I say in connection with the question to 
Mr. O'Hara, that we have allowed for United States military expendi- 
tures in Iceland in arriving at these figures. 


EFFECT OF MILITARY EXPENDITURES 


Consequently, if it turns out that that figure is too low an allowance, 
then less aid would be required. It woul not be dollar for dollar, 
because military expenditures in a country as small as that very largely 
have to be translated into larger imports into the country. 

Mr. WiaGieswortnu. That is a governmental expenditure? 

Mr. Bisse.u. United States military governmental expenditure; 
ves, sir. You understand, Mr. Wigglesworth, included in that is an 
estimate of the United States troop pay in these countries. 

Mr. O'Hara. In the case of Iceland mostly it is construction cost. 
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Mr. Gary. Off the record. 
(Discussion off the record.) 


NORWAY 


Mr. Bisseuu. I would like to mention next Norway, sir. 

Mr. Gary. We shall insert in the record at this point page 34 of 
the justifications. 

(The document is as follows:) 


Norway—Estimated balance of payments in gold and dollars and all currencies 


{In million dollars and dollar equivalents] 





1950-51 





| Total, all Total, all 

| currencies currencies 

Total, | (excluding | iF ts | (excluding 
gold mad | own de- United own de- 
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. Imports 89. 22. $660.0 | $99.0 $134. 0 
. Payments for serv RE LE EEE .3 | 52.2 | 226. 5 51.3 | 60.0 | 
K } ‘ 470.0 39.0 | 64.5 | 
’ Receipts for services 3. 3. 359.0 87.7 | 118.0 | 
. Net balance of dependent overseas | } 
territories | 
. Net balance of trade and services (in- | 
cluding dependent overseas terri- 
RR GSE Can ral Rell CRED ciate Dan! | 5.6 7.0 | oe —23.6 —11.5 | 
7. Net settlements 5 Cree gee 
(a) European Payments Union 
(amount in parentheses in- 
dicates total European Pay- 
ments Union position) - - - - -- 
(5) Other_-_- 
8. Net capital operations.__.........._-- 
. Net balance of payments------ 


METHOD OF FINANCING 
10. Change in reserves -- - 


11, Change in pipe line... -- TLR)! ESET ER! 114. 6 = 2 «eB Ren | 3416.0 
2. Total dollar aid. ___..__- 





1 Of this amount, $59 million were financed by an initial credit position with the European Payments 
U nion ($50 million grant and $10 million loan repayable to the European Payments Union) 
2+ is use of reserves. 
3+ is reduction of pipeline. 
POPULATION 


Mr. Bisse.i. The population of Norway 1s 3,280,000. The prewar 
population was 2,914,000. That is an increase, in other words, of 
about 300,000, or I think a little over 10 percent since before the war. 


DEFENSE EXPENDITURES 


Norway, of course, is a member.of the North Atlantic Treaty’ 
Its defense expenditures in the year just ended were some $66 million’ 
and we expect those to rise to $100 million on the basis of the proposed 
economic aid of $20 million in fiscal 1952. 

The figure of $20 million aid proposed for Norway is a very sharp 
cut from the preceding year, for Norway, like Greece and Austria, 
received aid in the last fiscal year both in the form of direct dollar 
aid and of a drawing account with the European Payments Union, 
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The amount of the drawing account provided as a grant by the pay- 
ments union and covered in turn by our funds put into the payments 
union was $50 million in fiscal 1951. 

Norway also received direct dollar aid of $46 million. Therefore, 
its total aid was some $96 million in the fiscal year just ended, and it 
is proposed to cut that down to $20 million, just a little over one-fifth 
of the amount, in the current fiscal year. 

One of the reasons that that very large cut in aid is possible is that 
Norwegian shipping earnings have greatly improved through the 
heavy demand for shipping space in the last 12 months, and the 
firming and rise in shipping rates. 


POSITION OF NORWAY 


Broadly, the position of Norway since the war has been as follows: 
It is a country which has practiced, I think, even greater austerity 
than the United Kingdom. Extensive rationing and direct controls 
have been maintained. The tax burden in Norway is very high. 
Total taxes are estimated at 31 percent of gross national product in 
the fiscal year 1951. 

Mr. WicGieswortnu. Those are the taxes? 

Mr. Bisseiu. The total tax revenue, all levels of Government; 
yes, sir. 

Mr. Wiac_esworts. What is the gross national product? 

Mr. Bissety. The gross national product in 1951 was $1,988,000,000. 
It is expected to rise to just over $2 billion in the current fiscal year. 
That is in terms of constant prices. It will be an increase of about 
$30 million above the previous total of $1,988,000,000. 

Mr. Wiccieswortn. That gives it about a 5-percent military 
effort? 

Mr. Bissevu. The figure I have, sir, is 3.3 percent only. 

Mr. WicG._eswortsH. $100 million? 

Mr. Bisseiy. The military expenditures during fiscal year 1951, 
sir, were $66 million. It will be $100 million for the new year, which 
will be about 5 percent. That is correct, sir. 

So the proportion of the gross national product going into the 
defense effort is relatively rather small. 


ECONOMIC SITUATION 


I want to say one or two more things about the general economic 
position since the war. One of the reasons that the Norwegians have 
had to practice extreme austerity internally and have experienced a 
very heavy balance of payments deficit is that they have been trying 
to carry out-a most ambitious capital investment program. Norway 
was heavily dependent on the fishing industry before the war and on 
its shipping operations. It is net a big shipbuilding nation. Most of 
its vessels it has historically bought from Sweden and Germany and 
Britain. I think they have bought some since the war from Denmark. 
They do a little shipbuilding. But their three great export industries 
have been lumber and pulp industry products, the operation of ship- 
ping, and fishing. 

The Norwegian merchant fleet suffered very heavy losses during 
the war. They, therefore, emerged from the war with their fishirg 
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industry pretty well halted and their fishing fleet largely dissipated. 
Their merchant shipping fleet was cut by at least 40 percent, and the 
cut may have been larger than that. 

The Norwegians have been trying to both rebuild those capital 
assets and at the same time to diversify their economy. They have 
wished to build up another source of foreign exchange earnings so 
that they could support themselves on a stable and permant and en- 
during basis. Therefore, for the last 4 or 5 years they have found 
that they could build up their foreign exchange earnings only gradually. 
Internally they have had to fight against constant inflationary pres- 
sures generated by their extremely large capita!-investment program. 

Mr. WicG.LeswortH. Do you have a figure on that? 

Mr. Bisseuu. Yes, sir. In 1950-51 their capital-investment was 
$514 million, nearly 26 percent of the gross national product. Jn 
1951-52 we think that that will come down a little bit to $498 million, 
24.7 percent of the gross national product. 

Those figures, however, sir, are, if anything, misleadingly low, 
because a lot of the capital investment in the business sense of the 
term has taken the form of buying new merchant ships from other 
countries. The figures I have just given you are expressions of the 
measure of that part of the production of the Norwegian economy 
that has gone into capital investment. In addition to that, a lot of 
the Norwegian balance-of-payments deficit has, in fact, represented 
the purchase of capital assets—namely, merchant ships—from other 
countries. 

Even the figures I have given you, however, are exceeded, I think, 
only by the figure for the Netherlands, where last year the capital 
investment was 28 percent of the gross national product. 

I am sure that if the shipping investments are added in both cases, 
as appropriate, that the Norwegian figure would be the highest of all 
the countries in Europe. Even in Britain, for instance, which has had 
a relatively heavy program of capital investment, it was only 16.5 
percent of the gross national product. 

That, then, has been the nature of the Norwegian problem, and 
their method of dealing with it. The sharp improvement that we 
expect in the balance of payments in the current fiscal year will in 
considerable measure reflect the effect of their capital investment, 
including their investment in shipping, as I have already indicated. 


STANDARD OF LIVING 


I will say something about the standard of living. In the case of 
Norway the per capita consumer expenditures in 1950-51 were $396. 
That is less than Belgium, Denmark, France, and Iceland. It is a 
little above the Netherlands and Germany. It is, of course, far below 
the United States. 

That represents approximately the restoration of the prewar stand- 
ard of living. I think it is still one or two percentage points below 
prewar, but no more than that. 

Our expectation is that on the basis of an aid figure of $20 million, 
the standard of living would remain approximately the same in Nor- 
way in the current fiscal year as it was in the last. 

To give you quickly some of the developments, we expect in this 
year an increase in the gross national product, as I have already 
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testified, of some $32 million, which I think is about 2 percent; an 
increase in gold and dollar imports of goods and services of some $10 
million—a more than offsetting increase, if 1 am not mistaken, in export 
earnings. The increase in imports is from $175 million to $194 million 
in current prices. The increase would be in volume only from $174 
million to $184 million, the $10 million figure I have just given. 

Dollar earnings, however, are expected to increase from $158 million 
to $183 million; in other words, an increase of about $15 million in 
dollar earnings; and about $20 million in dollar outlays. I was wrong 
in saying that the increase was fully offsetting. It is that increase of 
some $10 million in volume of imports that we believe is necessary if 
total production is to be maintained and very slightly increased. 

The increase in military expenditures will be some $34 million from 
year to year. There is, therefore, expected to be a 2-percent increase 
in the gross national product; a $10 million increase in gold and dollar 
imports; and a $34 million increase in military expenditures, which is, 
as I remember it, about a 50-percent expansion over the preceding year. 

Norwegian gold and dollar reserves stand at $110 million, or did on 
June 30, 1951. They lost a few million dollars of reserves during the 
fiscal year just ended. On the basis of this program we have estimated 
that their reserves could remain constant through the year. 


BALANCE OF PAYMENTS 


I could give some further detail on the elements in the balance of 
payments. I will mention only one point. Underneath capital opera- 
tions there is shown an out-payment net of $24% million. One of the 
largest elements in that is a series of payments to the United States 
Government and to the International Monetary Fund. 

There is a $1.6 million repayment to the Maritime Commission 
against ship-purchases credit. There is a $5 million repayment on 
Norwegian dollar bonds, Government bonds floated in the United 
States market. There are $9.6 million of obligations to the Inter- 
national Monetary Fund. Norway is required to repurchase its own 
currency in that amount. There is a payment of $2.6 million due on 
a Norwegian-Canadian loan. And there is $2.8 million due on an 
Export-Import Bank loan. 

There are, therefore, total repayments due of some $21.6 million. 
The only offset against that is some millions of dollars of United States 
military expenditure expected in Norway. There are also some 
private-capital transactions. The Norwegians apparently are due to 
receive dollar insurance payments on wartime ship losses of $2.1 
million. These are private payments. I imagine they represent 
payments due from private American companies on losses experienced 
some years ago, the payments being made now as new ships are 
required. 

However, payments of some $8.4 million are also required. They 
are really repayments of various dollar loans floated by Norwegian 
shipowners privately to finance the purchase of new vessels. 

Those account for the main items; I mentioned almost all the items 
that go to make up the net capital operation. 

I will summarize, I think, these comments on Norway by saying 
this: That I think it is possible that the Norwegians could make a 
somewhat larger contribution out of their own resources to direct 
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military expenditures. One of the limiting factors which is more acute 
in Norway than anywhere else is the availability of manpower, which 
makes it difficult for them to make larger troop contributions, also, 
however, larger direct economic contributions. 

The Norwegian balance of payments is showing very marked im- 
provement as their postwar investment program is completed. They 
still, however, are continuing very heavy capital investments, and 
that is an element in their whole balance-of-payments problem. 

I think that generally one would say that Norwegian performance 
since the war as an ally has been a pretty good one. They have prac- 
ticed extreme austerity. They have made very great sacrifices to 
accomplish their own recovery. 

I think there is no country in Europe whose citizens and govern- 
ment are really more determined to become independent of our help 
just as fast as they can. I suspect that their desire to complete their 
capital program and achieve their full economic independence of aid 
may be one of the factors that is preventing them from making a 
larger direct military contribution at this time. 


CAPITAL INVESTMENT 


Mr. Wiae_eswortH. You have indicated that the investment pro- 
gram contemplated for the fiscal year 1952 is something like $498 mil- 
lion, or the equivalent, or almost 25 percent of the gross national 
product, not including substantial purchases of capital assets from 
other countries. You also gave a figure for 1951 of $514 million. 

Can you furnish now or for the record the capital investment for 
1950 and for 1949, the first year when the ECA was in full operation? 

Mr. Bissetu. The figures are these—and I have these in millions 
of kroner. I do not have them here in dollar amounts. I can furnish 
those. But in 1948, 2,865,000,000 kroner; and in 1949, 3,335,000,000 
kroner. 

Mr. WiaeteswortH. What would the kroner figure be for 1950? 

Mr. Bisseu. It is about 7.5 kroner to the dollar; and, therefore, 
the 1950-51 figure will be about 3.5 billion kroner. 

Mr. WiaeteswortnH. Not far from that of 1952? 

Mr. Bisseuu. That is right, not far from that, slightly below that, 
but not very significantly below that in 1952. 


COMPLIANCE WITH CONDITIONS ON WHICH AID IS EXTENDED 


Mr. WieeLeswortn. Let me ask a general question. The value of 
all these calculations depend, in the last analysis, on whether or not 
the countries overseas are raising enough in taxes, putting enough of 
what they raise into military expenditure, keeping their investment 
programs in hand to avoid inflationary pressure, doing what is neces- 
sary to insure the stability of their currency, and so forth. As a mat- 
ter of policy, is ECA doing everything in its power to assure reasonable 
compliance as a condition of the aid which is being extended? 

Mr. Bissett. We are doing everything in our power to require 
that, in effect, as a condition, Mr. Wigglesworth. I think it is fair 
to say, sir, that in no country over the last 3 years have we been 
able to accomplish—in very few as much as we would like—in the 
way of persuading the Government to adopt policies that seemed to 
us desirable. 
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For instance, Britain and the Netherlands, as well as Norway, are 
countries where there have been persistent inflationary pressures in 
large part generated by a very heavy capital-investment program. 
In all three of those countries our pressure has been in the direction 
of tighter credit policies, of a more conservative fiscal policy, and of 
some cut-back in their investment program, the latter especially in 
the Netherlands and Norway. 

As I mentioned a few moments ago, I think we have had very 
considerable influence. On the other hand, I am sure the members 
of the committee will realize that our Government cannot go beyond 
a certain point in trying to insist on specific changes in domestic 
policies. We have found ourselves in the position in all of these 
countries of working with certain ministers who are our allies within 
the governments. 

In an earlier stage when the French problem was primarily one of 
inflation generated by the national budget, we found that the finance 
ministers were persistently our allies, but typically a point comes in 
each one of these countries where the men in the government who 
want to accomplish the same things we need to have accomplished have 
gone as much, in the way of compromise with their colleagues, or their 
opposition, as they think they cau possibly go. 

Mr. Gary. We have not been too successful in accomplishing 
everything we wanted to accomplish in this country; have we? 

Mr. Bisse.u. That is correct, sir. 

Mr. Coupert. Are we receiving any direct economic aid from any 
other countries, Mr. Chairman? 

Mr. Wieeiesworts. | would suggest that some of these finance 
ministers who want to do the right things in their respective countries 
might find their task very much simplified if they are given whole- 
hearted cooperation in the manner indicated by our ECA officials. 

Mr. BissE.u. I believe, sir, that that cooperation has been forth- 
coming and we have been quite ready to take the most drastic possible 
steps if we felt that it would, in fact, produce a policy significantly more 
nearly that which the situation seemed to require. i think we have 
had a lot of influence on policy in most of the countries. I think we 
have had very little influence on internal policy in Britain at any time. 
I think we have had a lot of influence in Italy, France, Norway, 
Germany, among the larger countries. 

The influence, as I say, has usually been exerted by working with the 
ministers of those countries who have been anxious to accomplish the 
same results, but they find themselves up against political pressures of 
a sort that are familiar and that appear in every democratic country 
and that have set a limit to what could be done. 

In my own judgment, the Norwegian case is this: Although I would 
have liked to see them carry out a reduced capital-investment program, 
or spread it over a longer period of years, to have threatened a com- 
plete cessation of economic aid unless their policy were drastically 
modified would have been, in that case, to overuse that sanction. I 
think we, in fact, would not have accomplished very much modifica- 
tion. I think what we really would have forced on the Norwegians 
would have been even more autarchy and austerity. 

I think, sir, to finish up the Norwegian case, I have mentioned the 
figures for their military expenditure and the figures for total taxation, 
and I will now refer very briefly to the budget; I have these figures 
also in kroner. Their fiscal year covers the same period as ours. 
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In fiseal 1951 their budget called for a revenue of 2,967,000,000 
kroner and expenditures of all sorts of 2,730,000,000. So that their 
budget had a surplus of around 200 million kroner, of course, in this 
case, before any allowance for the use of counterpart which has not, 
in fact, been used, and including capital outlay or extraordinary expen- 
diture as well as ordinary expenditure. 

In fiscal 1950 their budget was slightly out of balance. Revenue 
was 2,709,000,000 kroner and expenditure 2,769,000,000. It was 
slightly out of balance likewise in 1949. 

For the current fiscal year I think that their official proposals show 
revenue of 3,079,000,000 and expenditures of 3,032,000,000; in other 
words, a budget approximately in balance. So I think it can be said 
that the budget is in balance now and has been for the past year and 
has not shown any large deficits in the last 4 years. 

As I have indicated, the inflationary impulse in Norway has come 
not from their Government fiscal operation but rather from the very 
large investment program itself. I will pass over any further report 
on Norway, and the next country I want to mention is Turkey. 


TURKEY 


Mr. Gary. It is understood that in the case of each of these coun- 
tries we will insert the table at the beginning of the justifications and 
such other statistical tables as have been inserted already for the 
other countries. In the case of Turkey, the table is on page 35 of 
the justifications. 

(The matter referred to is as follows:) 


Turkey— Estimated balance of payments in gold and dollars and all currencies 
{In million dollars and dollar equivalents} 





1950-51 1951-52 





| Total, all | | | Total, all 
Item | currencies | j currencies 
United | _ Total | (excluding | pp iteg! Total | (excluding 
States | 20ld amd | ownde- | grot,, | gold and | own de- 
% S$ “dollars | pendent | ~~" | dollars pendent 





overseas | overseas 
| territories) territories) 
Sf SLR oT Rae eee ee $62.0 | $71.0 | $316.0 | $60.0 $69.5 $321.5 
2. Payments for services._........____..- 19.0 20.1 | 62.1 18.8 19.8 63.1 
ES Se | §5.0 | 58.5 | 298. 0 55.0 58.5 325. 0 
4. Receipts for serviess................_.. 7.2 | 7.2 | 20.5 7.3 7.3 20.8 
5. Net balance of dependent overseas | 
ier liain es nn coh tialiitaeeeii ais STE ES SE Se ee Lee ieT Nye eae ES Seem 
6. Net balance of trade and services (in- | 
cluding dependent overseas terri- | | 
| RFS CP RE SE aS EERE Ta —18.8 —25.4 | —59.6 | —16.5 —23.5 e —38.8 
Fin Re I ik Sista sel og bntinl EIN i A Ra i tda Labbe ieee 
(a2) EPU (amount in parentheses 
indicates total EPU posi- | 
| SRE TA See aes oye ae —12.7 1 (—64. 0) —43.2 —45. 0) 
(lf) SSSR ASR aa ee Bee ap —.2 iw, TNE, etki s. RAR oe 
&. Net capital operations..............__- +6.3 +-6.3 j.....- +6.7 sa Sh A een 
9. Net balance of payments_._..__....__- —12.5 | SEE eae —9.8 ce EE: 
METHOD OF FINANCING 
et a Re RONAN Meer Smee EN et ie EL ee eres SNM ee var 
SRt ES” aan, plepee ?—13.0 |__ ete Oe fe 
12. Total dollar aid_.............. : ss a FL ee ise 45.0 








1 Of this amount $25 million were financed by an initial credit position with the EPU in the form of a 
loan repayable to the EPU. ; 
2 + is reduction of pipeline; — is increase in pipeline. 
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Mr. Bissexi_. Mr. Chairman, it is proposed and is indicated on the 
table that Turkey would receive some $45 million of aid on the basis 
of the appropriation request that is before you. That is exactly the 
same figure as the one for the amount of direct dollar aid in fiscal 1951, 
but as indicated in the footnote to this table, Turkish dollar aid of 
some $45 million last year was supplemented with a loan from the 
European Payments Union of some $25 million. So that the total 
was $70 million. We had hoped to be able to provide that same total 
in the current year. 

MILITARY EXPENDITURES 


On the basis of these figures, however, we expect that Turkish 
military expenditures which were $192 million last year, will remain 
approximately constant, will decline very slightly to $188 million. 

In the fiscal year 1951, the figure of $192 million amounted to some 
5.7 percent of gross national product and the gross national product 
was $3,377,000,000. We expect that that will increase slightly to 
$3,457,000,000 and therefore military expenditures will be a slightly 
lower percentage but I would think still around 5 percent of gross 
national product. 

A part of that increase, I think a significant part in the case of 
Turkey, in gross national product, will really represent very much 
better crops, especially grain crops in the summer just ended, than a 
year ago. 

We expect that consumption will rise from a total of $2,336,000,000 
to a total of $2,370,000,000 and again that will largely or wholly 
reflect back that with better crops in Turkey, the agricultural popula- 
tion is better off and their own consumption of their own crops will 
increase. 


STANDARD OF LIVING 


As to the standard of living, Turkey is about the poorest of all the 
countries we have here under discussion. Consumer expenditure per 
capita in 1950-51 was estimated at $114, with very little or no change 
in fiscal 1952. 

I might mention, sir, that the population is 20,900,000 as compared 
with a prewar of 17,156,000, so that represents nearly a 20-percent 
increase Over prewar. 


ECONOMIC POSITION 


A word on the general economic position of the country. Its 
foreign exchange position, its earnings, were very large during the 
war partly because it was physically impossible for Turkey to import 
much of what it needed, either from the west or from the Axis coun- 
tries. So Turkey started the war with quite adequate foreign ex- 
change reserves. Those have been eaten into quite heavily and they 
stood at $162 million at the beginning of this fiscal year, exactly the 
same figure, or, within a few dollars of the same figure, as a year earlier. 
However, in the immediate postwar years the economic problem was 
not predominantly a foreign exchange or so-called dollar problem. 
The Turks did wish to undertake some developments, some rather 

. heavy capital development expenditures within the north. 
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CAPITAL INVESTMENT PROGRAM 


That capital investment program had an adverse effect on their 
international balance of payments and they have had moderate 
dollar deficits for the past 3 or 4 years. Their position was materially 
worsened last year by their bad wheat crop and although they have 
on occasion been a wheat-exporting country, last year they had to 
turn around and make grain imports. Their crop this past summer 
has been a good one and that complication will not, therefore, affect 
their position. 

MILITARY EXPENDITURES 


Mr. Gary. The proximity of Turkey to Russia has required very 
large and constant military expenditures, which have prevented them 
from making any material progress in internal improvements, is that 
correct? 

Mr. Bisse.tu. They have made some progress, sir, but that has been 
a very heavy drain on their budget ever since the war although, as I 
mentioned a moment ago, their military expenditures are running only 
just over 5 percent of their gross national product. 

I think it must be emphasized, especially in this case, that for a 
country as poor as Turkey, that is a very heavy burden indeed. It 
is a heavier burden really in the light of their resources and general 
level of wealth than is being borne by any of the other European 
countries. Actually the percentage figure was higher in 1950 than it 
was in 1951. Their defense expenditures then amounted to some- 
thing over 6 percent of their gross national product. It is the increase 
in gross national product rather than any decline in its expenditures 
that account for the change. 

Their tax burden, again for a country as poor as this, has been very 
heavy. Ihave the figures only for the fiscal year 1951. Their central 
government alone was taking about 10 percent of the gross national 
product in taxes and the total tax burden was estimated at nearly 
15 percent. 

STANDARD OF LIVING 


So it is a very low standard of living country for its general level 
of wealth, heavily taxed with a very heavy defense burden and, of 
course, I think especially with the southern countries, but to some 
extent with all the European countries, it should be remembered that 
the cost of military manpower, when translated into a budget cost is 
very, very light for the number of men that it represents so that if 
we adjusted these defense expenditure figures even upward to the 
point where the cost of a man would bear some relation to his pro- 
ductivity in his own country, the absolute and proportional figures 
would be considerably greater than they are. 

What we expect in developments in foreign trade, in the year, are 
these. We expect that imports will drop very slightly, imports of 
goods and services, together with gold and dollar imports, from $91 
million to $89 million. Adjusted to eliminate the effect of price 
changes, that will be a drop in volume from $91 million to $83 million 
in terms of constant dollars. 
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That means, in effect, that we hope to have an increase in gross 
national product of $80 million which is, of course, percentagewise a 
very caaall figure, about a 2-percent, a decline in the volume of gold 
and dollar imports or $7.8 million, or some 10 percent and a small 
decline, some $4 million decline in military expenditures, the very 
small reduction there being, of course, considerably smaller than the 
cut in imports that we anticipate. 

I think those are the main points to be made here. I mentioned 
the size of the Turkish reserves. 


CAPITAL OPERATIONS 


Capital operations in the case of Turkey involve a $4.7-million 
repayment to the Export-Import Bank; a $400,000 repayment to the 
Maritime Commission; a $600,000 surplus property repayment. 

We also have allowed—it is the largest case of this sort—for the 
drawing down by Turkey—I think it is an outstanding International 
Bank loan—in the amount of nearly $9 million and also for the 
drawing down of an Export-Import credit to the extent of $3.5 million. 
So there are some $12.5 million of non-ECA financing or financing out 
of other than these appropriated funds. 

There is no allowance, however, for any private capital financing 
in the Turkish case. I think, sir, to sum this up, Turkey is one of 
the countries that is making a very great contribution to the military 
strength of the west, and the cost, at least so far as economic aid is 
concerned, seems to me to be very small indeed in relation to what 
it is contributing. 

We do not believe that any significantly larger contribution in the 
form of higher military expenditures could reasonably be expected 
from Turkey out of its own resources. 


STATUS OF THE BUDGET 


Mr. Wiceteswortn. As I recall it, about 50 percent of the budget 
is for military purposes, is it not? 

Mr. Bissetu. Total defense expenditures last year were $192 
million; total Government expenditures, $743 million. It is just over 
25 percent of the national budget. 

Mr. WieeLesworts. And the deficit is about the same, is it not? 

Mr. Bissett. You mean the budget deficit? 

Mr. WiaGLeswortu. Yes. 

Mr. Bisseuu. I believe it is. I believe in 1950-51 revenue was 
$595 million. The budget deficit was $148 million, somewhat less 
than the $192 million of military expenditures. Those are the two 
figures that compare. 

I might say that in the fiscal year 1950, going back one stage further, 
total Government expenditure was $516 million and military expendi- 
tures $175 million. That is a good deal higher; that is about 33 percent 
and I think if you go back of that still further, the figure is percentage- 
wise higher. 

But what has been happening is that gross national product has been 
increasing, the military expenditures have been remaining in dollar 
amount more nearly constant. 

Mr. Chairman, the other country that needs to be mentioned is 
Yugoslavia. 
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YUGOSLAVIA 


Mr. Gary. We will insert in the record at this point page ‘ 
justifications for Yugoslavia. 


(The matter referred to is as follows:) 


Yugoslavia— Estimated balance of payments in all currencies 


{In million dollars and dollar equivalents} 





|Last half 1950-51} 1951-52 


. Imports !_._.._- ; | 2 $184 | 
Exports | 70 | 
. Invisibles (net)... - | +4 | 
. Net balance of trade and services } —110 | 
. Net settlements ?_._____- —10 | 
. Net capital ope rations 
eo PE ROSSA Cem pe ct RES hp ees De regen ae | —88 | 








ner heer 


METHOD OF FINANCING 


8. United States aid through ECA____-- Pd IR a SS SEE, TA RE 29 
Le en I tk. 2 oc crud dead sdwubdestamhoawdaae dink | 19 22 
. Change in pipeline- 5 +40 6+14 





1 Excludes: (a) Capital goods imports financed by long-term loans, (6) most military and extraordinary 
common-use items. 

2 Includes $62 million food imports financed by the United States, United Kingdom, and French food 
relief programs. 

3 Payments to creditors on ‘“‘swing”’ accounts and overdrafts. 

4 Credit and reparations for noncapital goods less service for dated debts. 

§ Excludes the deficit caused by the abnormal imports of common-use items. 

* + is reduction of pipeline. 


Mr. Bissett. On Yugoslavia there is much less information that I 


can give the committee. We do not have any sort of reliable figures 
for national income or none that I, at least, am aware of, or their 
military budget or their Government finances. Really just about all 
the statistical material that can be made available are the estimates 
of the balance of payments, which is in the table that you have just 
had put in the record. 

I will make these very few comments reviewing the position there. 


AMOUNT OF PROPOSED AID 


Mr. Gary. You propose dollar aid of $40 million? 

Mr. Bisse.u. That is correct. We are hoping, quite frankly, that 
we can increase the United States total beyond that. 

Mr. WicGLteswortH. That compares with $29 million in the last 
half of fiscal 1951; is that right? 

Mr. Bisseuu. Yes, sir; although I would rather speak to the total 
for last year. The total of United States aid in one way or another, 
Mr. Wigglesworth, as I remember it, was over $90 million to Yugo- 
slavia last year. $50 million of that was outof ERP funds. I believe 
some $29 million of it was out of MDAP funds directly. In addition 
to that, some MDAP funds were advanced to the Department of 
Agriculture, as I remember, in connection with the emergency food 
shipments, grain shipments to Yugoslavia. 

Mr. Gary. Were they for the Army? 

Mr. BissE.u. Yes, sir; that is, they were calculated on the basis of 
the needs of the Army, but it was necessitated by the general food 
crisis in the country and our actual shipments did not necessarily go 
to the Army. I think I can give you all the details on that, but those 
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are the three figures that stick in my mind and I think those are 
correct; $15 million of MDAP funds which were, in fact—if you can 
call it that—administered by the Department of Agriculture under 
the general direction of the Department of State; $29 million that 
went as MDAP aid and $50 million of ERP funds, some of which was 
used, your committee members may remember, to buy grain which 
was then milled into flour in Italy and Germany and then shipped as 
flour to Yugoslavia. The food portion of this program was primarily 
the responsibility of the Department of State. 

Mr. Wiaa.Leswortu. If those three figures are correct, that makes 
a total of $94 million. 

Mr. Bissett. I believe that is the right figure, within a million 
dollars. That is the correct total. I think, sir, that the breakdown 
of that between the first and the second half of the fiscal year is 
pretty arbitrary. I might say, sir, in the spring months this whole 
matter was discussed by the State Department and the ECA repre- 
sentatives, with the representatives of the French and British Gov- 
ernments, and an agreement was arrived at that the three countries 
would join in providing aid to Yugoslavia in the current year in an 
agreed ratio. Under the terms of that, the United States agreed to 
provide two-thirds, if I am not mistaken and—do you know, Mr. 
Martin, what were the French and British shares? 

Mr. Martin. The French and British shares were about 22 percent 
and 11 percent approximately, something like that. I would like to 
make a statement off the record on this, Mr. Chairman. 

(Statement off the record.) 

Mr. Bisseuu. As a part of this general agreement concerning the 
actual provision of aid to the country, there are also agreements to 
postponement of debt repayment by Yugoslavia. It is expected in the 
case of both France and Britain that a standstill agreement will in 
effect be negotiated whereby the Yugoslavs will not be under the 
obligation to make repayments to those countries over the next few 
years. 

We are also joining with the French and the British and the Yugo- 
slavs to try to have similar treatment accorded Yugoslavia by other 
countries. Specifically, we hope that countries like Germany and 
Belgium will agree to a postponement during this period of debt 
repayment. 

That is one of the forms in which we want and expect to get other 
soreerere to share in the program. Just a word of background for 
this. 

Yugoslavia has, like some of the other countries we have discussed, 
engaged in a very ambitious and I think I would say it is our judg- 
ment a clearly overambitious capital development program in the last 
3 or 4 years. The program was so massive, it has so increased their 
imports and in some measure interfered with their exports, that it 
brought them to the edge of a foreign exchange crisis well over a year 
ago. They then had, you will remember, a disastrous grain crop, 
last summer, one of the worst ever recorded. It was urgently neces- 
sary for them to make large imports of grain paid for in dollars if 
they were to avoid large-spread starvation and unrest. 

It was really under those circumstances that aid to Yugoslavia was 
initiated, but the grain crisis was really superimposed upon an already 
bad and deteriorated foreign exchange position. 
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BALANCE OF PAYMENTS 


They financed their balance of payments deficit prior to the begin- 
ning of any aid from us largely by short-term indebtedness of one kind 
or another. In particular they negotiated since the war various 
bilateral trade agreements with so-called swing or credit margins in 
them. The Yugoslavs as a rule drew down the full amount of credit to 
which they were entitled with a number of European countries and 
in this way built up the load of indebtedness of some 70 millions of 
dollars which we are seeking to have frozen and postponed for a 
period of time. 


CROP CONDITIONS 


Mr. Gary. What is their crop condition this year? 

Dr. Frrzceraup. Their crop condition is very good. They are 
having more trouble harvesting the crop than we would like to see. 
The prospects themselves are very good. 

Mr. Martin. May I add one point to the factors that build up the 
Yugoslav exchange crisis? When they broke with the Soviets trade 
was blocked by the Soviets between Yugoslavia and a large trading 
area in the satellite countries which had been a normal and most 
economical market for Yugoslav exports. It took them quite a while 
and it was oe expensive to readjust and find markets for their 
exports elsewhere and find sources of supply. That, with the capital 
investment program and the drought built up the situation that we 
now have. 

Mr. Gary. What are the difficulties to which you refer in harvesting 
their crop? 


Dr. Firzgerautp. The weather has been not too good for a harvest- 
ing season. They are rather short of harvesting equipment, including 
threshing machines and they have not got as much of the crop in 
under cover as would be desirable. If they have an open fall, there 
would be no problem. If they have an early closing down of winter, 
they may lose some of this very good output. 


MILITARY EXPENDITURES 


Mr. Bissevu. I will add just this on the general situation. Of 
course, throughout this period their military expenditures have 
certainly been very heavy. As I say, I do not have figures on them, 
but they have maintained a large military establishment and I would 
imagine for the most part that it has meant men in full-time military 
service and not merely a large reserve. 


STANDARD OF LIVING 


Taking all of these factors together, in judging their need, my own 
appraisal would be this. Their need for the current fiscal year and 
probably for a year or two more could be put this way. There is 
little doubt that they have an extremely low and austere standard of 
living and I think it could not possibly be to our interest to try to 
see that standard of living further depressed. This is, after all, a 
regime that has broken away from the East. They are in constant 
threat and the loyalty and support of the mass of the population are 
vitally important. 
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So that I have never heard the proposal made even that the Yugo- 
slavs could do more out of their own standard of living. I suspect 
that their capital development program is still more ambitious than 
we would like to see. I believe that the United States representatives 
in Belgrade are developing the kind of relationship with the Yugoslav 
Government that will make possible agreement on limiting their capital 
development program to what is urgently necessary. 


> 


NEED FOR STRENGTHENING OF MILITARY ESTABLISHMENT 


In the meanwhile, it is certainly in our interest that they do expand, 
or that they do strengthen their military establishment, at least main- 
tain its manpower, improve its training, and above all acquire very 
much more equipment. I suspect, although I am not an expert on 
this, that it is very important that they improve certain lines of com- 
munication in the country, some port facilities, and the like. 

There is bound, I think to be very heavy pressure on the Yugoslav 
economy in the next 2 or 3 years. I think there is probably a wider 
margin of error in any set of figures because we statistically know 
less about the country, but I think the main things are very clear. 

I would end up by saying it is the judgment of the Pentagon that 
we probably get more purely military strength per dollar in the last 
two countries, certainly in Yugoslavia, than in almost any others. 

Mr. Gary. What is the pay of a Yugoslav soldier? 

Mr. Martix. While Mr. Gardiner is looking that up, while we 
have no exact figures, our Embassy has tried to make a guess of the 
proportion the Yugoslav military effort is of the gross national product. 
It is very rough for the reasons Mr. Bissell has explained. They 
estimate that it ranges between 18 and 20 percent, which is higher 
than any of the European countries and the United States at the 
present time. 

Mr. Bissevu.- And that with a country with a very low standard 
= living, which I suppose is comparable with the Greek standard of 
iving. 

I think, sir, that is as much as I can give. I cannot fill in any 
information on budgets, and so far as I am aware, we have not tried 
to make any detailed estimate or do not have it available on exports 
and imports. 


COMMODITY POSITION OF TRADE OF DENMARK, ICELAND, NORWAY, 
AND TURKEY 


I might say, sir, in these last four countries I have not gone into 
the commodity position of their trade. I have the information and 
will put a summary of each country into the record. 

(The information is as follows:) 
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Estimated total exports, 1951-52 
DENMARK 


{In millions of dollars] 





Other 
| partici- 
Non- Other | pating 
: | Partici- | non- (| countries 
pa | Canada | america | pating | partici- | and de- 
| . sterling pating | pendent 
| ;} area countries | overseas 
i | terri- 
| tories 
(i) 





Food and agricultural exports: 
Food. 1 OR 
Feed and fertilizer_ 

Natural fibers__. 
Other agricultural products i 





Total, food and agricul- 
tural exports......._.. 





ee exports: 


Industrial raw materials. - -| 

Capital equipment | 

Other manufactures and 
raw materials 








Total exports 











Food and apie export: 
Food : 


5.1 | 
| 1.5 | 
Other agricultural products 


Total, food and agricul- 
tural exports. .._......- 














Industrial aipane 
Fue Is 


Capital: pee 
Other manufacturers and 
raw materials 





Total, industrial exports. 








Total exports. 








Food and agricultural exports: 
Food 


Feed and fertilizer i 
Natural fibers............-- j 
Other agricultural] products | 








Total, food and agricul- 











Industrial raw materials__ 

Capital equipment 

Other manufactures and 
raw materials. ........--- j 


i 








Total, industrial exports - 














Total, exports 
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Estimated total exports, 1951-52—Continued 
TURKEY 


{In millions of dollars] 





Other | 
partici- 

Other | a 
non- | countries | 
partici- | and de- | 
pating pendent | 
countries | overseas | 
| terri- | 

| tories 


a) >» | @ | | ® | @ 


| America | 








ae and agricultura] exports: 


Feed and fertilizer_. eu i } 

St TRS Se Seer: AS eeceneey Bia adore 

Other agricultural prod- | | | } 
ET, oe : .8 | -5 | 





Total, food and agri 
caltural products. ..__ 








Industrial exports: 
Fuels Lowen 
Industrial raw materials ___- ; j ; ; | g 
Capital equipment___- aia SORE” ENE. SSE IRIS. Pee Be et May aaa ai ee 
Other manufactures and } | 
9.3 | 
i 


Total,industrialexports| 16.4 |. : 3 | 31/ 205 





49.3 








Total, exports......._.. 5.0, 25| 0; LO, 510; 245/ 325.0 
i ; i 





Mr. Gary. We would like to have something in the record on east- 
west trade, but we had better postpone that. 
Mr. Brissevu. I can come back later in the week, possibly at the 
end of title I 
EXTENT OF INFORMATION ON RUSSIA 


Mr. Wiceieswortn. I would like to ask, Mr. Bissell, to what 
extent is information available with respect to Russia? To what 
extent could comparable statistics be furnished? 

Mr. Bisseu. I am not in a position to answer that question. As I 
said I think in reply to a question by the chairman several days ago, 
I personally have not had access to such information. I have not 
sought it, but I have not in fact had access to it. 


SELECTED ECONOMICS STATISTICS 


Mr. Wice.ieswortn. I have one other question. In compiling 
the summary tables for each country, I assume it would be compara- 
tively. easy, for sake of comparison, to prepare a similar table with 
respect to our own country. 

Mr. Bisse.u. Yes. 

Mr. WiceGieswortn. I think that would be interesting, and shall 
appreciate it if such a table may be included in the record. 

Mr. Bisseuu. Yes. 

(The information is as follows:) 





Selected economic statistics 


AUSTRIA 
Lies - + eusens production (1938= 100, menily average): 


. Per capita civilian consumption (index 1950-51 = 100): 1951-52_______ 
oe a (number of unemployed, thousands): 
une 1947 


5. Hours waned weekly (manufacturing in Vienna, October 1950) - 





In millions of dollars 


1950-51 {| 1951-&2 





. Gross national product ___._____- site lie eit ar aaa : 
7. Consumption: 
(2) Amount... cilia ida neue etna ade 1, 578 | 1, 484 
(5) Percent of gross national products. ink ab neiig tcl te 74.4 71.5 
. Investment: | 
(a) 3 pu ch cideiiealitedaa tiaitiee e teenie 450 
(b) Percent of gross national products_..._............-- ‘abaya 21.2 | 
. Central Government finances: 
(op een Cee ces ccccs Sk 495 
(5) Total expenditures. ___- “3 on 690 
(c) Military expenditures perce rcent of gross national products - -- ----- 0.6 


2, 120 2, 075 








In millions of dollars 


Percent Percent 

of gross of gross 
: ) - Amo ; 
Amount | national ount | national 


product product 





10. Tax receipts (fiscal year ending Dec. 31): 
(a) Alllevels of Government ----- 713 
(b) Central Government 416 
. Total Central Government debt (as of Dec. 31, 1950) 621 
(a) Foreign 12 
(0) Domestic : 609 





; June 1949 | June 1951 


12. Exchange rates (schillings per United States dollar) 21. 36 








13. Prices (1948=100): 
NE I ix arsenate cnlincilineacianhins aicietaaie bodied . 
June 1950. .......... 
December 1950_- 
June 1951__.___- 





In millions of dollars 





7 >~— 
- | 
| oft hey yselt June 1950 | June 1951 





14. Gold and short-term dollar assets 
Projected change in 1951-52 








1 Not available, 





Selected economic statistics—Continued 


AUSTRIA—Continued 





Total exports! Total imports 





In millions of dollars 





15. Trade weety average): 
Prewar (1937) 
1947 














16. Status of counterpart funds (as of June 30, 1951): 
(a) Deposits: 
Joint account (95 percent) 
United States account (5 percent) 
(6) Authorized for withdrawal at —- 
(c) Withdrawals (95 ew - 
(d) On hand (95 percent) 


Millions of 
United States 
dollar 
equivalents 








In millions of dollars 





Receipts Payments 





17. a ees in gold arid dollafs with all areas; 1951-52: 
Publie: 


Export-Import Bank 
ee, United States. __ 
I 


Net public 
Private 


Net public and private. _- 








DENMARK 
° ves  yaesener production (1938100, monthly average): 


January to June 1951____. 
. Agricultural production index: 


. Per capita civilian consumption “(index 1950-51=100): 1951-52... 


. Unemployment, number of sshancurnatssttelane (thousands) : 
June 1947 Lee: ; 


June 1951__ 
. Hours worked “weekly vavinles 








In millions of dollars 





1950-51 1951-52 





. Gross national product 
. Consumption: 

(a) Amount--- 

(6) Percent of gross national product 
. Investment: 

(a) Amount 

(6) Percent of gross national product _- 

9. Central Government finances: 

(a) Total revenue mak 

(b) Total expenditures_. av 

(c) Military expenditures percent of gross national product - 





3, 385 3, 390 


2, 536 2, 456 
74.9 72.4 


596 569 
17.6 16.8 


465 511 
447 501 
1.7 2.7 
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Selected economic statistics—Continued 
DENMARK—Continued 








10. Tax receipts (fiscal year ending Mar. 31): 


(a) All levels of government 
(b) Central Government 
11. Total Central Government debt (as of Mar. 31, 1950) - | 


(a) Foreign 
(b) Domestic 


In millions of dollars 





| 
Amount | of gross 





Percent 
national Amount 
product 


Percent 
of gross 
national 
product 








June 1949 


June 1951 





12. Exchange rates (kroner per United States dollar) - __ 





4.799 


6. 907 








Wholesale 


Retail 





13. Prices (1948100): 








| 
i 
| 


In millions of dollars 


December | December a 
1938 1949 June 1950 


| June 1951 





14. Gold and short-term dollar assets__-...............- 
Projected change in 1951-82... ...................... | 


— 


60 


76 








15. Trade (monthly average): 
Prewar (1938) 
1947 


| 
| Total exports | Total imports 





In millions 


icoeeala 


27.9 | 
39.8 | 
55.2 | 
66.6 


of dollars 


——— 


29.5 
53. 2 
70.0 
86. 0 





| 
100 | 
66 | 
120 | 


Volume (1938= 100) 


100 
81 
133 





139 138 





Millions of 
United States 
dollar equivalents 


16. Status of counterpart funds (as of June 30, 1951): 
(a) Deposits: 
Joint account (95 percent) 53 RIE 
United States account (5 percent) a Ee ES 9.4 
(b) Authorized for withdrawal (95 percent)... _....___- , RS KS eat ~ Re 
(c) Withdrawals (95 precent)...............-..-....-...-- Doki unand adda Gulp.ciees waged ead: — ae 
(d) On hand (95 percent) 
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Selected economic statistics—Continued 
DENMARK—Continued 





In millions of dollars 





Payments 





17. Capital operations in gold and dollars with all areas, 1951-52: 
Public: 


Export-Import Bank 
Other United States 
BRD 














FRANCE 
‘ aa aloe production Cssb—omgs, monthly ave: 
nie chim eke gibbesAeee ae ceneukse Btesees Sav scwedechankecusaotnasaehianesnelele ue ae 
January 6 oes ethos ens ocean cided Gaiice women bunk oesancte cnae 140 
. Agricultural production index: 


. Per capita civilian consumption (index 1950-51 = 100): 1951-52 
. Unemployment, number of unemployed (thousands): 





In millions of dollars 





1950-51 1951-52 





. Gross national product 27, 268 28, 086 
. Consumption: 
(2) Amount 


19, 925 20, 263 
(5) Percent of gross national product 73. 1 72.1 
. Investment: 


3, 080 3, on 
(0) Percent of gross national product 11.3 
. Central Government finances: 
(a) Total revenue 6, 005 
(5) Total expenditures 7, 620 
(c) Military expenditures, percent of gross national product 8.2 











In millions of dollars 





| Percent 
of gross 
Amount national 


product 





19, Tax receipts (fiscal year ending Dec, 31): 
(a) All levels of government 26.7 
(>) Central Government 17.2 
11. — — Government debt (as of December 


47.3 


10.9 
36.4 














June 1951 





12. Execbange rates (Francs per U.S 350 








! Not available. 
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Selected economic statistics—Continued 


FRANCE—Continued 





Wholesale 





13. Prices (1948= 100): 
Septe 











In millions of dollars 





Deemer June 1950 | June 1951 





14, Gold and short-term, dollar assets 
Projected change in 1951-52 





877 





Total exports | Total imports 





In millions of dollars 





15. Trade (monthly average): 
Prewar (1938) 


1950 é 
J anuary-J' ES Oas a, tb ndudondeinebaséanbadkwecns cial 


anche es 210 











Volume (1938= 100 





100 | 100 
83 | 105 
173, | 105 
| 117 





16. ae of Arwen age funds (as of June 30, 1951): 
a) Deposits 
ro account (95 percent) 
States account (5 percent) 
(b) Authorized for withdrawal, (95 percent) 
(c) Withdrawals, (95 percent) 
(d) On hand, (95° percent) 


Millions of 
United States 
lar 
equivalents 





In millions of dollars 





Receipts L Payments 





17, Copel aeons in gold and dollars with all areas 1951-52: 
ublic: 


Export Import Bank 
IBRD. United States 
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Selected economic statistics—Continued 
GERMANY (FEDERAL REPUBLIC) 


. Total industrial-production (1938100, monthly average): 
- (bizone) 


. Per capita civilian consumption (index 1950-51100): 1951-52 
. Unemployment (number of unemployed, thousands): 


. Hours wd we weekly (March 1951) 





In millions of dollars 





1950-51 1951-52 





. Gross national product 26, 460 28, 570 
. Consumption: 
(a) Amount 16, 850 17, 805 
(b) Percent of gross national product 63.7 62.3 
. Investment: 


és 6, 150 6, 315 

(b) Percent of gross national product 23.2 

. Central Government finances: 
(a) Total revenue . 6, 180 
I iiss coniinonacacecdcch sas cconconmecmenimoentals 6, 510 
(c) Military expenditures percent of gross national product 4.6 











In millions of dollars 





| Percent of Percent of 


gross gross 
national Amount national 


product product 


Amount 





. Tax receipts (fiscal year ending Mar. 31): 
(a) All levels of government | 6, 
(b) Central Government | 4, 
. Total Central Government debt (as of Mar. 31, 1950) _| 4, 
(a) Foreign 
(6) Domestic_-_-.-.-- le Ped Nort DEL LEVEES eee hE Rota Nan 4, 


735 
222 
341 
34 
307 











Prewar 947 June 1949 June 1951 








. Exchange rates (deutschemarks per U.S. $)___..-_-| 2. 49 | 3. 333 | 4.2 





Wholesale 





. Prices (1948=100): 
September 1949 


: 126 | 
June 1950 130 | 


151 
161 








In millions of dollars 





| Deoamber December | yune 1950 | June 1951 








14. Gold and short-term —_ assets 
Projected chang 





1 Not available. 
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Selected economic statistics—Continued 
GERMANY (FEDERAL REPUBLIC)—Continued 





Total exports | Total imports 











In millions of dollars 





15, Trade leony | ‘Waaaeees 


126, 2 20. 

26. 7 70. 
165. 1 225. 
258. 9 274. 








Volume (1938 = 100) 





7 100 
28 

90 92 
127 | 92 





Millions of 
United States 
16. Status of counterpart funds (as of June 30, 1951): dollar 
(a) Deposits: equivalents 
Joint account (95 percent) 
United States account(5 percent) 
(b) Authorized for withdrawal (95 percent) 
(c) Withdrawals (95 percent) 
(d) On hand (95 percent) 








Payments 





oY. Oe in gold and dollars with all areas, 1951-52: 
-ublic 

Export-import Bank 

Other United States 


er 
Net public 
Private 





2 Excludes transfers to GARIOA. 
GREECE 


a nee omnes al production (1938=100, monthly average): 


3. Per capita civilian consumption (index 1950-51 = 100): 
4. Unemployment Cyapoet of unemployed, thousands): 
June 1947 
June 1950_- 
June 1951 





In millions of dollars 





1950-51 1951-52 





6. Gross national product j 1, 835 | 1, 720 
7. Consumption: 
(a) Amount } 1, 544 1, 409 
(b) Percent of gross national product . 84.1 | 81.9 
8. Investment: | | 
(a) Amount 297 258 
(b) Percent of gross national product... zi 16.2 | 15.0 
9. Central Government finances: | 
(a) Total revenue _- 312 303 
(6) Total expenditures. 520 
(c) Military expenditures percent of gross national product 8.3 


89249—51—pt. 2— 2——-18 
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Selected economic statistics—Continued 


GREECE—Continued 





In millions of dollars 





Percent 
of gross 
national 
product 


Percent 
of gross 
national 





. Tax cote (fiseal year ending June 30): 
(a) All levels of Government 
(hb) Central Government 
. Total Central Government debt (as of June 30, 1950). 
(a) Foreign ; 
(b) Domestic 





June 1949 | June 1951 








. Exchange rates (drachmas per United States dollar). 








10, 068 15, 000 





Wholesale 


Retail 





. Prices (1948= 100): 





114 
110 
128 
130 











14. Gold and short-term dollar assets 
Projected change in 1951-52. 

















Total exports 


Total imports 





In millions of dollars 





15. Sunde Coes (monthly average): 





Volume (1938= 100) 








(") 
(") 
(") 
(*) 


(*) 
(1) 
(1) 





() 





16. Status of counterpart funds (as of June 30, 1951): 
(a) Deposits: 


Joint account (95 percent) 

United States account (5 percent) 
(6) Authorized for withdrawal (95 percent) 
(c) Withdrawals (95 percent) 
(d) On hand (95 percent) 


1 Not available, 


Millions of 
United States 


dollar equiralents 
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Selected economic statistics—Continued 
GREECE—Continued 





In millions of dollars 





Receipts Payments 





17. Copitel sppeations in gold and dollars with all areas 1951-52: 
Pu 











ICELAND 
‘ = ee production (1938=100, monthly average): 


January-June 1951 
‘ Agrigntene) production index: 


3. Per capita civilian consumption (index 1950-51= 100): 1951-52__ 
. Unemployment (number of unemployed (thousands)): 





In millions of dollars 





1950-51 1951-52 





. Gross national product 
; Come tion: 

a 

(b) Percent of gross national product 
. Investment: 

(a) Amount 

(b) Percent of gross ee product 

. Central Government finan 

(a) Total revenue 

(b) Total expenditures 

(c) Military expenditures percent of gross national product 











In millions of dollars 





Percent Percent 
of gross of gross 
national national 
product product 





10. Tax receipts (fiscal year ending Dec. 31): 
(a) All levels of government () 
(b) Central government 

11. a —— eeeneret debt (as of Dec. 31, 1950): 











Prewar June 1949 | June 1951 





12, Exchange rates (krenur per U. S. dollar) 4. 543 ° 6. 489 16, 2857 

















1 Not available. 
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Selected economic statistics—Continued 
ICELAND—Continued 





Wholesale Retail 





13. Prices (1948 = 100): 
September 1949 
I iii i LAs cache tna oa atmiinign vn soiicgiacabiepiniedntbiatetiip nied 
December 1950 
June 1951 











In millions of dollars 





June 1950 | June 1951 





14. Gold and short-term dollar assets 
Projected change in 1951-52_..................--..-- 














Total exports | Total imports 





In millions of dollars 





15. Trade (monthly a erage): 
Prewar (1938 


| 


Volume (1938 = 100) 








(1) 
9 (*) 
es 5 ie EO Sunes One oe erate tae garaiee Dae gop ne (*) 


| 
m | 








e Millions of 
16. Status of counterpart funds (as of June 30, 1951): United States 
(a) Deposits: dollar equivatents 
Joint account (95 percent) 
United States account (5 percent) 
(6) Authorized for withdrawal (95 rates 
(c) Withdrawals (95 percent) 
(d) On hand (95 percent) 





In millions of dollars 





Receipts | Payments 





17. Cope speration: in gold and dollars with all areas 1951-52: 
ublic: 
Export- Import. Bank -. : 
el SOR ect eet ere ck ner heeec ze meena igenese 


REARS 6 Se Re ee BP eR eee SPE ars 





Net public and private 





1 Not available. 
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Selected economic statistics—Continued 


ITALY 


5 Toms peteeeet production (1938= 100, monthly average): 


; January to June 1951 
— production index: 


. Per capita civilian conspmption (index 1950-51= 100): 1951-52 


. Unemployment, number of unemployed, (thousands): 
947 





In millions of dollars 





1950-51 1951-52 





. Gross national product 
. Consumption: 

(a) Amount 

(6) Percent of gross national product 
. Investment: 

(a2) Amount - 
=" (b) Percent of gross national product 
9. Central Government finances: 

(a) Total revenue 

(6) Total expenditures 


15, 200 | 
11,317 | 


5] 


(c) Military expenditures percent of gross national product 





In millions of dollars 





] 
Percent | Percent 
of gross | of gross 
national | national 
product product 


Amount 





10. Tax receipts (fiscal year ending June 30): 
a) All levels of government 
(b) Central Government 

11. Total Central Government debt (as of June 30, we. 
Te Nia RE Le he a ge ene p N 
(6) Domestic 








June 1951 





12. Exchange rates (lire per United States dollar)._____- 


625 








Retail 








13. Prices (1948=100): 
September 1949 
June 1950 





In millions of dollars 





| | 
gt al June 1950 





14. Gold and short-term dollar assets 


| 
| 
Projected change in 1951-52__...__. bai AAP TE | 


216 | 





! Not available. 
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Selected economic statistics—Continued 
ITALY—Continued 





Total exports | Total imports 





In millions of dollars 





15. Trade (monthly average): 
Pr (1988) 





Volume (1938 = 100) 





950 ; ‘ 
oo a eee ms 











16. Status of counterpart funds (as of June 30, 1951): 
(a) Deposits: 
Joint account (95 percent) _____- 
United States account (5 percent) _ - net 
(6) Authorized for withdrawal (95 Percent) .. te dabei deal 
(c) Withdrawals (95 percent) -- aoe 
(d) On hand (95 percent) _- 





In millions of dollars 





Receipts Payments 





17. CapPLepentins in gold and dollars with all areas, 1951-52: 
ublic: 
Export-Import Bank. 
Other United States______ 
IBRD esate 
Other .. 
Net public 
Private 








Net public and private__._..____- 





NETHERLANDS 


1. Total industrial a (1938= 100, monthly average): 
1947 : ae = 


1950 
January-June 1951_ 
. Agricultural production index: 
Prewar Pe as 
1947-18 
1950-51__ 
3. Per capita civilian consumption ‘(index 
. Unemployment (number of unemploy ed, ‘thousands : 
June 1947 
June 1950 
June 1951_____ he 
. Hours worked weekly (September-October 1949) 














§. Gross national product 
. Consumption: 

(a) Amount. 

(b) Percent of gross national product 
. Investment: 

(a) Amount 

(b) Percent of gross national product _. 
. Central Government finances: 

(a) Total revenue “ 

(>) Total expenditures. ___- 

(c) Military expenditures percent ‘of gross national product 
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Selected economic statistics—Continued 
NETHERLANDS 





In millions of dollars 





Percent Percent 
of gross of gross 
Amount national national 
product product 








10. Tax receipts (fiscal year ending Dec. 31:) | 
(a) All levels of government 1, 617 | 
(b) Central Government 1,301 | 
11. Total Central Government debt (as of Dec. 31, 1940). | 7, 230 
(a) Foreign 897 
(6) Domestic 6, 333 





Prewar June 1949 | June 1951 














12, Exchange rates (guilders per United States dollar) -- 1.818 2. 2. 653 | 3.8 





Wholesale Retail 





13. Prices (1948=100): 
September 1949 103 
a la REIS I He PY SEE UN, SMES 115 
December 1950 : 128 
June 1951 145 








In millions of dollars 





June 1950 | June 1951 


1947 





December | December | | 
1938 we 


| 
| 
| 
| 
| 


14. Gold and short-term dollar assets. ................-- 
Projected change in 1951-52 








Total exports | Total imports 





In millions of dollars 





15. Trade (monthly average): ] 
Prewar (1938 : 64.5 
947 58. 2 133. 2 
115.9 a 0. 1 
149. 2 | 23.7 


Volume (1938=100) 





100 

78 
124 
139 





Millions of 
16, Status of counterpart funds (as of June 30, 1951): United States 
(a) Deposits: dollar —— 
Joint account (95 percent) 
United States account (5 percent) 
(0 Authorized for withdraw] (95 percent) 
(c) Withdrawals (95 percent) 
(d) On hand (95 percent) 
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Selected economic statistics—Continued 
NETHERLANDS—Continued 





In millions of dollars 





Payments 





17. Capital operations in gold and dollars with all areas 1951-52: 
Public: 


Export-Import Bank 
Other United States 
IBRD 





Other 
Net public 
Private 











NORWAY 
‘ ~— - cata production (1938= 100, monthly average): 


SSE UPR Sy DESERT Ge Pek ee alae vob leds GEES I 155 
3. Agricultural production index: 


. Per capita civilian consumption (index 1950-51 = 100): 1951-52 
s F oa (number of unemployed, thousands): 
une 1947 





In millions of dollars 





! 


1950-51 | 1951-52 





. Gross national product_. 2, 020 
. Consumption: 
(a) Amount ‘ 1, 204 
(6) Percent of gross national product : 64.1 
. Investment: | 
(a) Amount § 498 
(5) Percent of gross national product 9 | 24.7 
. Central Government finances: | 
(a) Total revenue __ 428 
(b) Total expenditures 450 
(c) Military expenditures, ss nations . 5.0 











In millions of dollars 





Percent | Percent 
of gross | of gross 
national | matfonal 
product 





. Tax receipts (fiscal year ending June 30): 
(a) All levels of Government 
(6) Central Government. 
. Total Central Government debt (as of June 30, 1950) | 
(a) Foreign 
(6) Domestic 











2. Exchange rates (kroner per United States dollar) _ __| 
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Selected economic statistics—Continued 


NORWA Y—Continued 





Wholesale Retail 





13. Priees (1948=100): | 
September 1949 - 
1 
December 1950 127 | 
June 1951 ‘4 


147 








In millions of dollars 





| ] 
j 1 
December | December 
1038 1947 June 1950 June 1951 


| 





14. Gold and short-term dollar assets.--.........---.-.-- | 


99 | 128 | 117 | 110 
Projected change in 1951-52__...........------------ | aoc d paces tate iver SBE, CO ae beater ae 





Total exports {Total imports 





In millions of dollars 








15. Trade (monthly average): 
rewar (1938) 








Volume (1938= 100) 





100 

81 | 
110 | 
119 | 





Millions of 
16. Status of counterpart funds (as of June 30, 1951): United States 
(a) Deposits: dollar equivalents 
Joint account (95 percent) __.._-.-..-- nate hse ae eee ee 304. 7 
a onscducctcescncessseekeieneosee . 16.0 
(6) Authorized for withdrawal (95 percent) sc 
Dee nn nen bec opencadénncssnwerentiaetotuaead=—se 
(d) On hand (95 percent) _..........-...-.--------- I 5 Or Na ia an Mlle ee 





In millions of dollars 





Receipts Payments 





17. Copiel agentes in gold and dollars with all areas, 1951-52: 
ublie: 

















280 


Selected economic statistics—Continued 
TURKEY 
‘ a aia guoduatian (1938100 monthly erate: 


. Hours worked, week J 





In millions of dollars 


1950-51 1951-52 








Gross national product ‘ F 3, 457 
. Consumption: 
(a) : r 2,370 
(b) Percent of gross national product HR ’ 68. 6 
. Investment: 
(a2) Amount 423 
(6) Percent of gross national product , : 12.2 
. Central Government finances: 
(a) Total revenue 
(5) Total expenditures. betes 
(c) Military expenditures percent of § gross national product _. eos tea me 











In millions of dollars 





her ae | pp 
of gross | of gross 
Amount | national | “™ount | national 
product product 





10. Tax receipts (fiscal year ending Dec. 31): 
(a) All levels of government 
(6) Central Government..._...............-- 
11. eG Central Government debt (as of Dec. 31, 
195) 
(a) Foreign... 
(5) Domestic 











June 1949 June 1951 





12. Exchange rates (liras per U. S. $)....--.-.--.-------| . 6 .8 | 2.8 2.8 











13. Prices (1948= 100): 
105 
92 
101 
104 














| June 1951 





14. Gold and sho yrt- t-te rm dolls ar ae re 








1 Not available. 
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Selected economic statistics—Continued 


TURKEY—Continued 





Total exports | Total imports 





In millions of dollars 





15. Trade (monthly average): 
Prewar (1938) 





Volume (1938= 100) 














Millions of 

16. Status of counterpart funds (as of June 30, 1951): United States 
(a) Deposits: dollar equivalents 
Joint account (95 percent) : 67.9 
United States account (5 percent) dr cinicsgn 
(6) Authorized for withdrawal (95 percent) _- wt i Aa TRADE 
(c) Withdrawals (95 percent) : 34. 2 
(d) On hand (95 percent) é : ; 5 33. 7 





In millions of dollars 


Receipts Payments 





j 
| 
| 


7. Capital season in gold and dollars with all areas 1951-52: 
Pu 


bi ort- Import SESS SLT MSOs sep RECS as, cine Oi ‘ 
yf 0 EE Se ere Hea ce 


Net public 
Private 


De I a cane re 





UNITED KINGDOM 
; Teas ean production (1938=100, monthly average): 


January to June 1951 
; Agricultural production index: 


. Per capita civilian consumption (index 1950-51=100): 1951-52 
sae = (number of unemployed, thousands): 
une 1 
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Selected economic statisitics—Continued 
UNITED KING DOM—Continued 










































































In millions of dollars 
1950-51 1951-52 
BE ENGELS ALR IRR A TEINS SE SALE AE OY 39. 680 40. 670 
7. Consumption: 
pac a a oi a ee ra Ure DB 26, 435 26, 200 
(6) Percent of gross national product_......_........---.-..---------- 66. 6 64.4 
8. Investment: 
ae GUN ine, Slee rN Se a evaeabanscanescus 6, 550 | 6, 830 
(6) Percent of gross national product-.._............-.--------------- 16.5 | 16.8 
9. Central Government finances: 
Neen ee eo  cnewewurnueuccheets 11, 360 | 12, 250 
NE OE ea ere eee ne 10, 915 13, 160 
(c) Military expenditures, percent of gross national SOONG. . oxi tiann 6.2 | 9.6 
—$—$—$_____. 
| 
} In millions of dollars 
| 
j | | | 
| | Percent PP pees 
| of gross of gross 
| Amount | national Amount national 
products products 
10. Tax receipts (fiscal year ending Mar. 31): | 
(a) All levels of government--_-_.............---- 12, 634 33.2 13, 616 33.7 
(6) Central Government -- - - | , 462 27.5 11, 251 27.9 
11. Total Central Government debt (as of Mar. 31, 1951). } 71, 000 he ORM io ninauienscibes’s 
eo _ EE AE 6,141 op ERO TIE, ear Apc 
ER al cickdahmswsccanetascachacaieens 64, 859 fe Bei Saeeornes Eerie 
| | 
Shia wt: Bae Ea 
Prewar 1947 June 1949 June 1951 
12. Exchange rates (United States dollars per pound) --| 4.89 | 4.03 4.03 | 2. 80 
RNG | 
| holesale Retail 
13. Prices (1948=100): 
I a ares iael gina ode abst eupaeusakel | 105 104 
June 1950__- ae SE Lire CT 117 106 
I a 133 108 
RE | 146 | 116 
In millions of dollars 
| D i | 
| ae | ee June 1950 June 1951 
| 
Mes 
14, Gold and short-term dollar assets..............___- (4) 2,079 | 2, 422 | 3, 867 
reine ennNN ONS SUI oe  cicsecnccicila coucageumsulonaasieadedtcuna eae: —700 
Total exports | Total imports 














In millions of dollars 





15. Trade (monthly average): 


Prewar (1938) _. 


1950 


January to June 1951. 


Prewar 
1947 
SEE Se 

January to June 1951. 


216.9 | 374.7 
402. 1 602. 3 
526.3 | 610. 0 
608. 9 | 866. 2 








100 | 100 
109 | 78 
176 | 88 
180 99 





1 Not available. 
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Selected economic statistics—Continued 


UNITED KINGDOM—Continued 
Millions of 
United States 




















16. Status of counterpart funds (as of June 30, 1951): dollar 
(a) Deposits: equivalents 
a a mstasignigw alin dimmmcianinonwess 1, 673.9 
United States account (5 percent) _......-..........-----..-------------------- 83. 0 
(b) Authorized for withdrawal (95 percent)...................------------------------- 1, 646. 8 
Nene nen nn nn cntiesucddnuacohucsutenaceepnecs 1, 646.8 
De rr ee aca bacewsencdeciedhocksctocscoucnee 27.1 
| In millions of dollars 
|——_—__— Betas 
Receipts {| Payments 
17. Capital operations in gold and dollars with all areas, 1951-52: | 
BN in care Rac avic mania nenineease | sasimenneuemnsiclocnddwewanwwon 
Teen ee a ow cvaderasowecetauecdocuensees 
I PR a SN oe Ss a wena eel 110.0 | 82.0 
aa a iain nieenaie hep benkcade cio iwanscanmnasecs 
2ST a ger Sipe CER eas TEE | 725. 0 28.0 
a na aaa rae (i aS eae ee | +725. 0 
ee ee ee A ee eaeabanehaeneces carsenccae hf, Se Ra 
Net public and private - -- ----.- ees ae POS RE Ea | +755.0 
UNITED STATES 
1, Total industrial production (1938=100, monthly average): 
ae a ae ewienebdbmencudedetsenedohesseecerevease 223 
Teen en ee ee ee ies Lemoedekotaacasntcouscucecertuctadnsdies 230 
I eer ecb a bi cub adcdemecasactcbudimidcedsvsu< 253 
2. Agricultural production index: 
Neen ne ces ane aninnennmanadamanidseaaeniaaeban 100 
aoa REPS REESE A a a ope re emmy Sane 136 
Neen ced aaeckbnenaaneqaatdkunaaucawbadews . 138 
3. Per capita civilian consumption (index 1950-51 = 100): 1951-52__-_____._...-...---.------.--.-- 97. 5-100 
4. Unemployment (number of unemployed, thousands): 
a a ee ed as sca Sdes deuaemcanaecatewsum ow 2, 555 
(PEERS oe Seip i ee epi ate  t PETS ES CC SE RTE EP LO 
SERIES RESIS NE REA ERIS AY ERE SP De 5 SNES SSR Ra Ea Re a en nee I a ea ge ee 1, 980 
5. Hours worked weekly (manufacturing, May 1951)_..........-..-..-.-.-.------------------------ 7 





In millions of dollars 




















| 1950-51 1951-52 
Bi Rs AE A ENO ee AOE: TEE IO 304, 000 324, 000 
7. Consumption: 
IS Sa as cee ee ee aah seatebne ptaenkeeceneesew 201, 000 | 202, 000 
(6) Percent of gross national product_..._...........-.-.----------.-- 66.4 | 62.4 
8. Investment: | 
EE Rae ITA i Sate Rd, en es aarp a etek Pan eee PPO ee 57, 000 | 47, 000 
(6) Percent of gross national product_._..............-.....---------- | 18. 8} 14.5 
9. Central Government finances: } 
Si II 6 occ. snk ac caccecnneese~a™ Siccdnciemamince uaa Soe 48, 142 | 61, 800 
(b) Total expenditures | 44, 600 | 67, 100 
(c) Military expenditures percent of gross national product. ---.-...- 7.3 14.1 
| In millions of dollars 
: 
| | Percent Percent 
of gross of gross 
| Amount | national | A™ount | national 
| product | product 
ge | 
10. Tax receipts (fiscal year ending June 30): . } | 
(a) All levels of governrrent.-.......-...---.---- 69, 032 | 22.7 87, 409 | 26.5 
(6) Central Government. -..-_-.-....----.-------- 45, 672 15,0 | 61, 700 | 18.7 


11. Total Central Government debt (as of June 30, 1951): | 265, 000 |....-...-.-- Riruwevcwuie's 
TN ond. sc ubewewecclasnadb ins ci quae weuheiouieuh ace FORE BES SSE Aa ae Ree oe 


(6) Domestic 
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Selected economic statistics—Continued 


UNITED STATES—Continued 













































































Prewar 1947 June 1949 | June 1951 
12. Exchange rates per U. S. dollar_........._...-.-..-- | (3) @) (*) () 
Wholesale Retail 
13. Prices (1948= 100): 
i ics, hr tes a asin a reat eco cnc ililon ana 93 99 
ER pa he SY LDR: IRS a eee ee Sea 96 99 
a oo alates peienus mabaanueasmbalpuel 106 104 
aN a A A Agere cs Rp PES 5 110 108 
In millions of dollars 
December | December | June 1950 | June 1951 
14. Gold minus short-term liabilities to foreigners... .-- 12, 389 18, 014 17, 513 14, 860 
Projected change in 1951-52._................--..... () @) @) (3) 
Total exports | Total imports 
In millions of dollars 
15. Trade (monthly average): 
Prewar (1 _— Gia Detapesied elas Aisles Sibto'e Wiactenchitinsarecahalafsianirpinini bieiataainpidlahiiemnltaaanesin 257.8 163.3 
haha hci alia eed chirainssieietcin apd edie anes ianpichpapankialolaag tees dei wieeail 1, 278.3 479.1 
bdliliiiddidesb iis epiasin a epaiiloemshiell ealiaadiichineninesiceceiniaene-ahéee eis traaaintaiekwaalade 856.1 737.6 
January MPM RODE. cos oca vcsecdsw LEC. ue Sea ea en 1, 224.1 1, 000. 1 
Volume 
ae ‘wants ks sania Shea ahaplelecesonliceecboe sereies ohn aida cae adie Sr nese 100 100 
BOE SEER ER? EN EEO EL a R= SEES AS gE LS Re Le CRIT ORS 7“ 275 109 
EET SRD vidiind hal Smgis es bichon aula quai ninisin s adrpbions winiginpainnionlinm as 193 146 
January 0S A en Res Sts SR RE A re Ri 241 155 
Millions of 
16. Status of counterpart funds (as of June 30, 1951): United States 
(a) Deposits: dollar equivalents 
Joint account (95 percent) ..-.......---...---- SP PGR I Oat. (3) 
United States account (5 perce: Wt amo ee ee eee (3) 
(5) Authorized for withdrawal - sisted Stipe c aon pphdentackwegaahieadaakimnpdcmacss see Lie 
og cgiaeubcicaniapun camila bomh Sue mickacuesme mene (2) 
a eR EE EAE cD SE RNIN 0 Se he dt ara (3) 





In millions of dollars 














Receipts Payments 
17. Capital operations in gold and dollars with all areas, 1951-52: 

Public ESSE ELS RE A EERE. CAR I ae EME ea eT (3) (3) 
Export-Import Bank _ saa Leabicitesd detecgtvudagoosece aad (3) (3) 
ID TI. a cncintisde ene anavenesascpconosh (3) (3) 
EN eel tee re vain dnd dndeigudbncann samen ce ncibrenn (3) (3) 
Other...... ap ae (3) (3) 
ICDs ci sarivndienicninaentnseinnpsogtidietntinleens (3) (3) 
co _, Sei SARE Diet Da een OS eS RSS SOR aN @) (3) 
Pe ID I DEV OND ioc divin cdvecsccpabuneiodacccsidcmtagona () @) 








* Docs not apply. 
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SEPTEMBER 25, 1951. 
TITLE [—EUROPE—MILITARY ASSISTANCE 


Mr. Gary. The committee will come to order. 
We will now consider the military assistance proposed under title 
I. In this connection we will insert at this point in the record pages 


11, 12, and 13, of the justifications. 
(The matter referred to is as follows:) 


Tirte I, Mitirary ASSISTANCE 


Comparative summary of obligations by activity 























Activity Actual 1950 Actual 1951 | Estimated 1952 

ri kaainatbudeabisabaliharetnnaccesadacenanest $830, 085, 197 | $3, 693, 480,424 | $5, 510, 996, 790 

a nauk asda caleeipdnshieinse Radka iain eines maken 4, 255, 512 38, 367, 152 30, 256, 443 

eR ia vitieped cbde debionincnckditnagetidehtinn 6, 413, 139 29, 344, 569 53, 000, 000 

NN oa dick Beet isch enigeensezeneeou 840, 753,848 | 3,761,192,145 | 5, 594, 253, 233 
GENERAL STATEMENT 





The proposed fiscal year 1952 program of military assistance for Western 
Europe is dioetty keyed to the requirements for the defense of the area as devel- 
oped in the regional medium term defense plan of the North Atlantic Treaty 
military staff. The implementation of this plan in the immediate future is possible 
only with United States assistance both military and economic. 

This plan sets out the force requirements of the area, and sets the time schedule 
for the raising, training, and arming of those forces. The program here proposed 
would provide for these forces, at the time they are raised, items of equipment and 
military supply beyond their own resources, and assistance in technical training 
which they need to be capable of effective performance. For these purposes, there 
is requested an additional appropriation of $5,072,476,271 ($5,028,000,000 for 
new obligational authority and $44,476,271 to liquidate prior year’s contract 
authorization) together with the unobligated balances of $566,253,233 from 
appropriations for prior years. The unobligated balances are to be used to com- 
plete programs and so provide items considered as assets in determining the 1952 
requirements. 

Programs are developed by military advisory groups (MAAG’s) composed of 
members of the United States military services stationed in each country. From 
information provided tothe MAAG’s by the country military services on the size 
and nature of the units in being and to be formed in the time covered, total supply 
requirements are determined. Such total requirements are reduced by (a) the 
supplies and equipment owned by the country, on order, or within their production 
capabilities including production achieved with the help of United States economic 
aid, (b) the supplies and equipment included for the country in the 1950 and 1951 
mutual defense assistance programs, and (c) equipment and supplies which the 
MAAG believes can be provided by purchase or otherwise from the country’s 
resources. These programs are screened by a joint military advisory group 
(JAMAG) which participates in SHAPE regional planning, and other United 
States staff agencies located in London, and by the military departments here, 
using standards set by our Joint Chiefs of Staff. 

Training programs are similarly developed by the MAAG’s with one additional 
step—if adequate training is not provided to assure satisfactory use of matériel, 
the equipment is eliminated from the program. Training in United States 
schools, a small part of the total, is important, since it is primarily conducted for 
potential instructors who will multiply training capabilities within each country, 
and in some cases, for joint classes for trainees from a group of nations, 

This proposed matériel program, to a greater extent than in past vears, will be 
fulfilled from new production and at more rapid delivery rates than has been 
possible in prior years. These quantities of matériel have been taken into account 
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in developing the United States military budget for fiscal year 1952, and the 


funds requested are required to realize the expanded rate of 
industrial mobilization base on which the appropriations for t 


were programed. 


a and the 
e military services 


Training—Comparative summary of obligations by category (fiscal years 1950, 1951, 


and 195 


2) 





Number of spaces 


Cost to United States 





| 
| 














General category | Esti- 
Actual | Actual | mate Actual Actual Estimate 
y 1950 | 1 om 1951 1952 
| | 

(a) Formal training—United States | 1,260 | 8,476 4,111 $2, 966, 970 |$32, 028, 456 | $27, 070, 425 
(6) Instrueter-interpreters. __............- Eee 1 ea Rieckeu i axceeeeenne 480, 000 543, 360 
(c) Miscellaneous fund - - am seeiedak ln wi hi oe ares lei eae 271, 356 88, 769 
(d) Forma] training—overseas-_ -_____.-- | 546 | 7,253 1,649 308,020 | 1, 782,744 629. 040 
(e) Mobile training teams.____._.___...._}..-..._.}.-..---- ere -} 38, 890 404, 132 319, 002 
IEE AEE) RC ine net | 166,313 | 1,170, 060 871, 672 
Ee” Se ae os BAT LS 775, 319 | 2, 230, 404 734, 085 

MR acanittctcadiy ies wancehwne amen 1,806 | 15,729 | 5,760 4, 255, 512 | 38,367,152 | 30, 256, 443 





Matériel—Comparative summary of obligations by category 
































Matériel 
Category 

Actual, 1950 Actual, 1951 | Estimate, 1952 
Aircraft, spare parts, aero equipment and supplies-__- .- $25, 753, 545 $949, 880,400 | $1, 500, 913, 162 
, | SRS SE easia ea es 252, 130, 699, 511 415, 785, 003 
Vessel equipment. --- at cake lesies epidsiesie waiine as anteterstins 17, 355, 135 29, 428, 425 78, 538, 401 
Electronics and other signal equipment --_--_.__.__.._.--- 78, 469, 674 309, 284, 991 261, 898, 378 
Ordnance equipment and supplies --_..-.......-.....-.- 617, 581,271 | 1,989, 017, 358 2, 679, 751, 078 
Engineering equipment and supplies__....._..._.._..-_- , 593, 71 59, 987, 489 75, 823, 613 
QM equipment and supplies___..-.......-.-.-.-----.--- 6, 174, 924 556, 043 2, 295, 242 
Medical equipment and supplies__.___.........-......-- 411, 449 389, 755 464, 181 
Chemical equipment and supplies ---_.......-........-- 82 307, 529 273, 924 
a lan es hn wnidneddshcdegteosuessskeaguwee 252, 366 601, 634 
Production equipment and machine tools-___-_--...__-.-- Fa main ciosbeaiewen aah anes eb cen eaten 3, 863, 531 
ee a vedadiseonwcuccduseste ke wndedsmedhdddice babeavad 20, 718, 197 
Matériel-handling equipment._-_-_._..............-..-.-- SES eens a) Se coe ew 766, 800 
ESSE, RR ES EE RRS fC TIN 4, 069, 585 
a ies ilies a ation vice nmencdiucaynser| ashs on eecpras hut lcekhe concep hant 2, 379, 044 
is cu San emma adind 775, 591,786 | 3, 469, 803, 867 5, 048, 141, 773 
Repair and rehabilitation of United States excess _-__-___- | 41, 482, 209 65, 059, 324 5, 662, 772 

Total, matériel and repair and rehabilitation of 

nis CaCl the iets cseredains domcnhunsubes aoe | 817,073,995 | 3, 534, 863, 191 5, 053, 804, 
ERNE YS aie a reese moe A: daha deidilaiateall 95, 650, 30, 349, 100 
a et PSC E! See ol ea Se 41, 075, 585 
Esa ace asus ccovcdwicawcewedulpsunahed pilauadddedbecsnoeht aie scmeaeaieed 85, 200 
II is oss sik se cic bide sec ccncakomes 13, 011, 202 62, 966, 333 385, 682, 360 
EE Ee EI TE AS MU EE EP Fe 830,085,197 | 3, 693, 480, 424 5, 510, 996, 790 
Acquisition cost of excess items. -....--.......-...-.--...} 85, 603, 196 369, 531, 508 161, 702, 016 
GENERAL STATEMENT 


Mr. Gary. General Olmsted, you have given us a general statement 
concerning the military program, and we will now take up the country- 
by-country programs. We will start with France. 

General Otmstep. First I would like to repeat what I previously 


said, that is, our rearmament program is a derivative. 


It starts with 


a strategic concept of what the forces in a given area should do. That 
strategic concept is spelled out in a war plan. 
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Within the war plan there are certain tasks, or missions, and those 
missions have been accepted in the form of commitments by the 
NATO countries. They have accepted the responsibility of doing 
certain jobs. 

In order to carry those jobs out it has been determined by General 
Eisenhower and his planners, in agreement with the NATO countries, 
that certain forces would be provided at certain rates. [t was inad- 
visable for us to ask, and impossible for them to accept, the responsi- 
bility of mobilizing all these forces at once, and so these forces are 
being phased in in accordance with an agreed time table. 

As you all know, the total SHAPE requirements have not been met 
by present NATO commitments. There is a gap which will be filled, 
either by added commitments from the present NATO countries or 
by other European powers. 

Mr. Coupert. Do you mean that they are behind on the scheduled 
development? 

General Oumstep. Off the record. 

(Discussion off the record.) 

General O_mstep. The total residual European program, including 
initial equipment for the medium-term defense-plan forces, plus a 
minimum combat reserve, is on the order of $25,000,000,000 total 
cost—from which figure would be deducted that portion of the 1952 
program which is applied to the NATO countries. 

1 would like to add for the sake of completing the picture that 
that figure is increasable by the possible factor of rising prices. It is 
decreasable by the possible factor of an increased measure of self-help 
from these people, or the possibility of equipping them more austerely 
than we equip our forces, which possibility is under constant study 
and we are making some real progress on that. 

Mr. Gary. It is also increasable by a status of war. 

General Otmstep. Obviously. Here is a secret chart which deals 
with manpower of NATO forces. 


RELATIVE CONTRIBUTIONS IN MANPOWER 


I wonder if alongside the bars on the chart there we might put some 
figures that would relate to the number of people in the forces for 
each country per thousand of population, to give you a veiw about 
the relative contributions in manpower, because, after all, what we 
are buying here is manpower from somebody else’s household; not 
our oF The initial figures covering present strengths can be on the 
record. 

The United States figure is 21.2; the Europe over-all figure is 12.6; 
the United Kingdom, 15.7; France, 17.8; Italy, 6.5; Belgium-Luxem- 
burg, 12.2; Netherlands, 9.7; Norway, 9.7; Denmark, 6.3; and Portugal, 
10.6. 

Mr. WieeLeswortu. That is what? 

General Otmstep. Active forces as of June 1951. 

Mr. Wieeieswortn. Active forces as of June 1951? 

General Otmsrep. That is right, in terms of that many people 
per thousand of total population of the country. 

Mr. Gary. That many people per one thousand of total population? 

General Oumsrep. Yes. 


89249—51—pt. 2——-19 
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Mr. Covuprrt. The American contribution appears on chart twice 
as much per 1,000 population as the European over-all. Are you 
sure that those figures are correct? 

General Otmstep. They are right. 


PRESENTLY MOBILIZABLE TOTAL FORCES 


Now, may I give you the figures on the other side of the chart for 
the orange bar, and this is a presently mobilizable total—active forces, 
plus readily mobilized reserves, let us say, for the first 90 days. 

The United States figure is 27.3; the over-all European figure is 
25.8; the United Kingdom is 39; the French figure is 27.5; and Italy 
is 11.4. 

(Discussion off the record.) 

Belgium is 18.5; the Netherlands, 17.5; Norway, 68.5; Denmark, 
20.6; and Portugal, 29.4. 

On the basis of mobilizable forces, you will see the relationship 
between our effort and our NATO partners is a good deal more 
defensible from their point of view. Let us look at what we will get 
from our program if it succeeds. 

Mr. Coupert. Is it explicable on the ground that equipment is not 
available for the presently available active forces? 

General O_mstep. Partly that and partly their historical program 
of depending upon their conscripts being rapidly mobilized in the 
event of trouble. 

Mr. Couprert. To what extent is the mobilization of active forces 
over here on the left-hand side of the equation limited by nonavaila- 
bility of military equipment? Is that a principal reason why the 
green and yellow lines are not more extensive? Is that the reason 
why they show only 12.6 per 1,000 of population against an American 
figure of 21.2? 

General Otmstep. I think it would be fair to answer that like this: 
These people started from a very low point, as you can see. They have 
agreed to activate forces at a certain rate. 

Now, there are several limiting factors on that, including our 
inability to provide the equipment to them as rapidly as they might 
be willing to mobilize if there were no other deterrents on their part. 
They have other deterrents, however, and one is a question of con- 
version of their own industry to provide a large part of the equip- 
ment for themselves. 

Another is the matter of stepping up their military budgets which 
are geared somewhat to the over-all status of their economy, and so 
I think it is accurate to say there are several limiting factors controlling 
this rate of build-up. 

_I might also say—and I would like this off the record. 

(Discussion off the record.) 

Mr. Gary. You say that is the number per thousand of total 
population? 

General Otmstep. That is right, sir. 

Mr. Gary. Including men, women, and children. 

General Otmstepb. That is right, sir. 

Mr. WiceLteswortH. That assumes that you work out agreements 
which will give you the substantially higher figure which you have 
referred to off the record. 
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General Otmstep. That is right, sir. 

Mr. Wicciesworru. Higher than we now have agreed to. 

General Otmstep. That is right. 

(Discussion off the record.) 

General Oumstep. Each of these countries, as I say, has agreed to 
do certain things this year and to do certain things next year with the 
forces that are in being. Their equipment deficiencies have been 
calculated, by our missions in the respective countries, for their forces, 
that are to be activated next year. From the total of deficiency items 
required have been deducted all the items that can be produced by the 
country itself, and the remaining deficiencies have been screened at 
our regional level in London and here in Washington. ‘Then we have 
had to make a decision. 

The deficiencies extend to the completion of the program. We have 
had to make a decision about how much of that can be incorporated in 
programs for fiscal year 1952 which will result in a balanced program 
for the units which will be phased into being, and at the same time 
will be within the amount of money which we will have available. 

I would like to submit to you the Army program for France, which 
will indicate the build-up of that calculation. 


END-ITEM PROGRAM 


Mr. Coupert. Before you get into that, General, as to the military 
end-item program that you are asking us for now, was that program 
made up prior to July 1? 

General O_mstep. Yes, sir. We have been working on that some 
time. We started about a year ago on the preliminary figures. Then 
it has been refined through several processes. 

Mr. Covupert. You are now supporting figures that came to us ina 
budget request sometime in the spring or early summer. When did 
we get the budget request? 

Off the record. 

(Discussion off the record.) 

Mr. Coupert. I take it, General, that substantially the figures of 
the request which you are supporting now were reached in the execu- 
tive department sometime in the spring, in the neighborhood of April 
or May. 

General OumsrTep. Yes, sir. 


OVER-ALL REQUEST 


Mr. Wiaeieswortn. What was your over-all request to the Con- 
gress, in terms of authorization? 

General Otmstep. $6% billion for the military programs sir, for all 
MDAP countries. 

Mr. WieeLteswortu. How much did the House and Senate reduce 
that figure? 

Mr. O’Hara. On page 3 is the total for all titles, sir. 

Mr. Wieeiesworts. I am talking about the military aid now. 

Mr. O’Hara. Yes, sir; military aid. On page 3 there is an amount 
shown, $6,062,726,000, which includes $44 million for the liquidation 
of contract authorization, so that the net total of the new military 
program is $6,018,250,000 in this request. 
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Mr. WiacLeswortH. You mean that the House and Senate cut the 
authorization from $6,250,000,000 to $6,018,000,000? 

Mr. O’Hara. It was cut approximately $280 million in all titles. 

Mr. Wiac.Leswortu. I am trying to get an understanding of what 
was done to the military aid. When you say “all titles’? you mean 
all titles with respect to military aid? 

Mr. O’Hara. That is correct. 

Mr. Wiece.iesworts. It was cut from $6,250,000,000 to $6,018,- 
000,000? 

Mr. O’Hara, From about $6,250,000,000, or $6,303,000,000_ in- 
cluding administrative expense, Mr. Wigglesworth, to $6,018,000,000. 

Mr. Wiacteswortu. I thought you just testified—and my memory 
was to the same effect—that the over-all military request from the 
President was $6% billion. 

Mr. O’Hara. The $6% billion, sir, that has been mentioned, is the 
sum of the matériel and training program but excludes the require- 
ments for administrative expenses of the military program. It 
includes contributions to the NATO headquarters. 

Mr. WiegGLeswortH. Can somebody tell me in simple language 
how much the reduction in the military request amounts to on the 
basis of the House action plus the Senate action? 

General O_mstep. I think I can give you those. The military 
asking was $6,303,000,000. 

Mr. Coupert. In all titles? 

General Otmstep. All titles, including administrative expense. 
The House total for military purposes was $6,013,000,000. The 
Senate total for military purposes was $5,976,000,000. 


Mr. WicGLeswortu. None of those figures include the carry-over 
of $816 million? 


Mr. O’Hara. That is right, sir. 
Mr. Wiccieswortn. That is, you have $816 million more of carry- 


over, and $44 million which you are asking for the liquidation of con- 
tract authorization? 


MILITARY CARRY-OVER FUNDS 


Mr. O’Hara. Right, sir. The military carry-over is $759 million. 
sir. The total carry-over, including economic aid, is the $816 million 

Mr. WiecLeswortu. There is a $759 million carry-over for the 
military? 

Mr. O’Hara. $759,667,825. 

Mr. WieGLeswortH. I bave one other question before you get 
started. 

General Otmstep. May I make a comment about the carry-over 
item? 

Mr. WicGLeswortn. Yes. 

General Otmstep. Much of those funds carried over were carried 
over because they were contracts in the process of negotiation and 
they had not been finalized to the point where we could call them 
obligations. I just want to make sure that it does not appear to you 
that we have that much money to work on. That was just finalizing 
contracts. 


Mr. WiaGLesworts. You had it to work on in the present fiscal 
year. 
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General Otmstep. If you can call a half-completed contract-free 
money to work on I would agree with you, Congressman, but it is 
simply finalizing the procurement of items that were in last year’s 
program. There are times when it takes a little time to get that 
done. 

Mr. WieeieswortH. Then why do you need this $44 million? 

Mr. O’Hara. I could answer that, sir. 

There were contracts placed in the first year that this program was 
undertaken. Contract authorization to the extent of 50 percent of 
title I was provided as a means of carrying out the program. Con- 
tracts have been entered into in the amount of $500 million, and the 
clean-up of expenditures is this $44 million requested. The balance 
of the contract authorization was financed last year with an appro- 
priation of $455 million plus. 

Mr. WicGLeswortu. Why could you not use that $759 million, 
or part of it, for that purpose? 

Mr. O’Hara. The $759 million, sir, is the amount required to carry 
out the 1951 program; the material in those programs having been 
used as an asset in arriving at the net deficiencies and the requirements 
for the forces in the 1952 program development. In other words, we 
considered the material they had on hand, the material they could 
produce—— 

Mr. WicG.Leswortu. Either it was obligated or it was not. If it 
were not obligated I do not know why it could not have been used for 
the $44 million. 

Mr. O’Hara. Mr. Wigglesworth, the position was that these troops 
required so many weapons, so many tanks, so many guns, so many 
vehicles, and soon. That part of them which was included in the 1951 
program was taken into consideration. If they required 100 tanks and 
they had a facility over there producing, or they already owned 20 
tanks, the deficiency was 80. If they had 30 of those in the 1950-51 
program—whether they were contracted for or obligated for or not— 
that 30 was subtracted to determine their deficiency of tanks in the 
1952 program. 

Is that correct, General Olmstead? 

General Otmsrep. That is right. 

Mr. O’Hara. While the money may not have been actually let out 
on contract, it is earmarked for certain specific things which have been 
programed for. 

Mr. WicGuieswortn: It is earmarked in the long run. It may be 
spent this year or in the next year. You have a general objective in 
mind. Technically it was not obligated at the end of the fiscal year, 
was it, or it would not appear in here as a carry-over. 

Mr. O’Hara. That is the amount that was reported as unobligated 
on June 30. 

Mr. Wiacieswortn. Let me ask you one other question. 


TABLES OF ORGANIZATION AND EQUIPMENT 


When you talk about these deficiencies and you say in general 
terms that we determine what tas or that country needs and what it 
can supply itself and what the deficiencies are, what is the basis of 
determining the size ot the deficiency? 
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General Otmstep, Well, sir, let me take the example, let us say, 
of an infantry company. It needs so many mortars. 

Mr. WicGLeswortx. How do you know? 

General Otmstep. Well, that is the table of equipment. That is 
the standard patten of organization. 

Mr. WicGcLeswortu. The French table of equipment? The Ameri- 
can table of equipment? What table of equipment? 

General Otmstrep. Most of these forces are being organized on our 
table of equipment. If there is some valid reason for them to have 
a different table of equipment of their own 

Mr. WicGcLteswortH. How do those tables of equipment or tables 
of organization compare, if you can generalize, with the tables of 
organization of other countries? 

General Otmstep. You mean, how do ours compare? 

Mr. WiaGLeswortuH. Yes. 

General O_mstep. Our basic table of organization and equipment 
has to presume that our forces might fight anywhere in the world in 
any kind of climate and at the end of long supply lines; therefore, 
generally speaking, they are more adequate than the tables of organ- 
—— and equipment for a unit that will fight right on its home 

und. 

Mr. Wiac.ieswortnH. Well, I have been told that our tables of 
organization were very much more liberal, extravagant, or whatever 
you want to call it, than the tables of organization of some of these 
other countries overseas; so much so that it has excited comment at 
times. I have been told, for instance, that such things as the number 
of trucks prescribed for this or that unit under our tables of organi- 
zation, both have been considered and characterized abroad as waste- 
ful and extravagant, and that if left to themselves our allies would 
not think of having that number of noncombatant vehicles. Under 
the plans we are proposing they are being equipped on the American 
basis. What you are saying is that you determine the deficiencies 
largely on the basis of the American tables of organization for our 
European allies, under existing conditions. 

General Otmstrep. Well, what I said was that we would take our 
American tables of equipment and reduce them where it was apparent 
to us that the reduction could be made in fairness to the allied nation 
and without reducing its fighting quality. 

Mr. WiccieswortH. I might have to look at the record, but I 
thought you said something else. 

I asked, on the basis of the French table of equipment, of the 
American table of equipment, or what table of equipment? Your 
answer as I recall it was, ““Most of the forces are being organized on 
our table of equipment.” : 

General Otmstep. Yes, sir. We have to start from that. 

On the matter of trucks, I do not think we have programed for any 
allied force above two-thirds of our own table of organization and 
equipment. In some other very significant categories we program 
on a much less basis than 100 percent. 

Now, at the same time, where we take their total list of deficiencies, 
we are having to subtract what they can do for themselves. What 
they can do for themselves in many instances does not add up to quite 


as effective an item of equipment as a comparable item coming from 
the United States. 
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An example of that again might be seen in the light vehicles, where 
they cannot produce a multi-wheel-drive vehicle, and they are getting 
along without them in large measure; whereas we feel that the added 
cost of a multi-wheel-drive vehicles is worth it. 

Mr. Wice.Leswortn. Off the record. 

(Discussion off the record.) 

General Otmstep. I would like to ask Colonel Burgess of the 
Foreign Military Aid Branch of the Supply Division in the Army to 
present the Army’s country program for France for 1952. 

(The information was furnished to the committee.) 

Mr. Wiee.eswortn. Off the record. 

(Discussion off the record.) 


WEDNESDAY, SEPTEMBER 26, 1951. 


FRANCE 
Army ProGRAM 

Mr. Gary. The committee will come to order. We take up this 
morning the military apportionment for France. 

General Otmstep. Colonel Burgess, do you have any comments 
you would like to make about the Army program for France or would 
you just like to answer questions the committee might have? 

Mr. WieeteswortH. Mr. Chairman, I do not wish to tell the 
general or the colonel how they should present their case, but it 
seems to me that the burden is on their shoulders and that somebody 
ought to make a statement here, and not leave it simply to a matter 
of questioning. 

Mr. Gary. I think we ought to have a general statement with 
respect to the request for France. 


GENERAL STATEMENT 


General Otmstep. May I make this general presentation off the 
record first? 

(Statement off the record.) 

General Oimstep. For the record, I would like to submit the 
following general statement as to the French programs. 

The Mutual Security Military Assistance Program for France is 
based upon forces which are either now in being, or are committed to 
be organized and manned by June 30, 1952, for use by the NATO 
military commands in Europe. Further provision has been made for 
aircraft and naval programs, for the very long lead time procurement 
of = required by forces committed to be phased in at later 
periods. 

The French have up to this time kept up to their current commit- 
ments as to forces to be raised and maintained. ,Their training levels 
are generally satisfactory. They have, in addition to their NATO 
forces, been providing the bulk of the maintenance and the manpower 
for containment of Communist-dominated guerrilla bands in Indochina. 

The forces on active duty in France as of June 1, 1951, represent 
17.8 persons per 1,000 of total population in the country. Their mili- 
tary budget is estimated to be 9.3 percent of their projected gross 
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national product and is based upon the following broad categories of 
expenditure (in millions of dollars): 
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These figures are, you understand, based upon expenditures and are 
related to the reduced provision of United States economic aid about 
which ECA has previously testified. 

The manpower on active duty in France this June was about equal 
to the total strength in 1938, before World War II. Readily mobiliz- 
able reserves, however, are now considerably lower. 


METHOD OF FORMULATING PROGRAM 


Colonel Burgess. I think I can probably extract this from the 
pertinent portions of this book. 

For example, in the case of France, a review is made by the Mili- 
tary Assistance Advisory Group and ECA personnel in France, of the 
country’s deficiency lists and requests for assistance which are care- 
fully reviewed and screened and revised in coordimation with the 
country’s government agencies. 

The United States military representatives, members of the 
MAAG, screen the requests from a United States viewpoint against 
approved criteria developed by the United States JCS. The specific 
criteria used for the 1952 program are contained in another document 
which is also classified, but 1 might give you some of the high lights 
of it; and this will have to be off the record. 

(Statement off the record.) 

Colonel Burcess. That is the way we work the program out and 
after final results at this level—that is, the MAAG and ECA level— 
the nation’s requests are forwarded with MAAG comments and 
recommendations. 

Insofar as NATO countries are concerned, there is a regional office 
in London known as JAMAG—that is, Joint American Military Ad- 
visory Group, a staff agency for General Handy, who is the senior 
United States representative for military assistance to Europe. There 
the requests of the several NATO nations are again reviewed and 
modified from an area viewpoint to determine, for instance, the cross- 
assistance which can be provided by European nations. 

Here, as well as at the MAAG level, the basic requests are scruti- 
nized to insure that they match with the requirements for the agreed 
force basis of each nation and are appropriate for the assigned missions 
and type of combat envisioned. 

In addition, JAMAG, on the basis of information received from 
the Joint Chiefs of Staff recommends, from a NATO viewpoint, the 
priorities of requirements by country and between countries. This 
entire program document carries those requirements after this screen- 
ing, and sets up the timing for it to be done and recommends items 
to be included and excluded. 

Revised modified deficiency lists with appropriate recommendations 
are then forwarded to the United States Joint Chiefs of Staff for 
review and determination of the dellar ceilings by country and service. 
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These dollar ceilings and further appropriate military guidance are 
then dispatched to JAMAG in the form of a directive, and thence to 
the country MAAG. 

The United States MAAG personnel in the country, working in 
conjunction with the country’s military agencies, develop the program 
within the dollar ceilings provided by the Joint Chiefs of Staff. The 
MAAG’s then price all items, and again in collaboration with the 
ECA mission, screen the request to eliminate items which could be 
produced locally or acquired from other than United States sources. 
The revised lists then go again to JAMAC for another rigid area 
review and screening. 

The revised programs are channeled to the United States services, 
the Army, Navy, and Air Force, to be screened for availability of 
items, repricing, security prohibitions of any type, and excessive 
obsolescence. 

Programs are then transmitted to the Department of Defense, 
Office of Military Assistance, of which General Olmsted is the Director, 
for final military review and then processed to the Director of Inter- 
national Security Affairs, Department of State, for approval. The 
Director of that agency is Mr. Cabot. 

This elaborate procedure of checks and rechecks formalizes the 
program for presentation purposes. 

owever, they are still only tentative so far as supply action by the 
services is concerned. They are subject to action, then, by the 
Bureau of the Budget and by you gentlemen through action on 
requested appropriations. : 

at, briefly, is the way the programs are made up, such as you 
see before you. I might give you some idea of what we provide in 
addition to the end items. 

In connection with spare parts, we provide not to exceed 1 year’s 
supply at United States peacetime rates for end items in the program. 
In addition, not to exceed 3 months’ supply at United States- or 
NATO-approved combat rates for these items. In both cases it is 
“not to exceed.”’ 

In the case of ammunition, not to exceed 1 year’s training allowance 
at United States rates. In addition, a war reserve of not more than 
3 months’ supply at United States of NATO-approved combat rates 
may be supplied. So that permits a training allowance of ammuni- 
tion and also a small war reserve for our type of weapons. 

There are a number of items excluded by the Joint Chiefs of Staff 
criteria: 

Obsolete items, as distinguished from limited or substitute standard 
items, unless the recipient nation has previously agreed to the desira- 
bility and acceptance of such equipment; equipment of questionable 
operational employment; equipment which for security reasons should 
not be made available; equipment for which a country has no direct 
military need, will be unable to absorb, or will be incapable of utilizing 
at the time of expected delivery. 

It follows that no equipment would go in a country’s stockpile 
except for the reserve and maintenance levels authorized in this paper. 

Human blood and human blood derivatives are excluded, as are 
narcotics and antibiotics, administrative and housekeeping equipment, 
such as field ranges, tents, typewriters, and so forth, personal equip- 
ment and personal supplies of a type peculiar to the Armed Forces, 
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prefabricated warehouses and bulk storage facilities for petrol, oil, 
and lubricants. Excluded also are common-use items, including but 
not limited to the following: Automotive commercial spare parts, 
such as spark plugs, fan belts, brake shoes, tires, tubes, clothing and 
textiles, engineering equipment of a type not on a United States 
table of organization and equipment, food, forage, medical supplies, 
petrol, oil, and lubricants, and raw materials. 

Where a valid requirement exists for any of the type of items listed 
above and special circumstances indicate consideration and where 
contingencies dictate that the items will not otherwise be supplied in 
time, matériel programs may include any of these items, provided 
however, that adequate justification, item by item, for approval by 
the office of the Secretary of Defense level, accompanies recommenda- 
tions for the inclusion of such items in matériel programs. 

Where any of the items listed should in a special case be supplied 
through economic aid, country MAAG’s will so advise the ECA 
country missions. 

One major function of the country MAAG has not yet been men- 
tioned and this is, when American equipment arrives, MAAG per- 
sonnel must take action to insure that the equipment is properly 
received, distributed, utilized, and maintained. This responsibility 
likewise involves the training function, which I could cover a little 
later, and also close and continuous observation of equipment as it is 
actually used in the hands of troops. 

If conditions are such as to prevent full immediate utilization of 
equipment, the MAAG’s will recommend deferment of deliveries. 
It should be noted, however, that so far the tendency has been the 
other way. The MAAG’s are doing everything they can to expedite 
deliveries to forces that are ready and waiting for matériel. Our allies 
are keeping their part of the bargain by raising forces as fast as, or 
faster than, they can be adequately equipped. 

For NATO countries equipment and supplies will be provided only 
for those forces required by the medium-term defense plan and 
accepted by the country concerned as a definite commitment to 
meet the requirements. 

Equipment and supplies will not generally be provided for forces, 
facilities, and establishments which do not contribute to definite 
country commitments to meet the requirements of the medium-term 
defense plan. 

Forces are to be equipped with major items of equipment and acces- 
sories on a scale which will enable the forces in question to perform 
their assigned combat roles in the area of anticipated operations. 

NATO forces are being equipped so that they will be capable of 
equality of performance in comparison with similar United States 
formations. 

It is recognized that European and other NATO forces are accus- 
tomed to more austere equipment scales, particularly in motor 
transport, engineer equipment, and labor-saving machinery, and that 
they will be operating close to their own supply bases and therefore do 

not require the same equipment support as United States troops. 

As a result a comparison with the scale authorized United States 
units, the percentage comparison will vary from near equality (for 
essential combat items) to a small fraction thereof. 
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I think, Mr. Chairman, that covers the statement as to how these 
programs are made up and all of them, of course, are well within the 
country deficiencies both from.a time standpoint and, in mary cases 
from the type of equipment that they feel they cannot possibly manu- 
facture under present conditions. 


FRENCH COOPERATION IN PROGRAM 


Mr. Gary. General, can” you*give’us some information as to how 
France is cooperating in this program? 

General Outmsrep. Yes, sir. We have the feeling that to date 
France is not only complying with her NATO commitments but 
simultaneously she is fighting a very important action in Indo- 
china, an action which has cost her in the vicinity of a billion dollars 
in money and something in the nature of 38,000 casualties of her 
very-much-needed noncommissioned officers and junior commissioned 
officers. 

We feel that the action in Indochina has a very definite relationship 
to our United States interests in the entire Pacific or Asian area. I 
might add that the French forces in Korea are fighting with great 
gallantry. So I think.it is fair to summarize, to say that France to 
date has been a thoroughly satisfactory partner. 

Mr. Gary. What is the enlistment period now in France? 

General Outmstep. Eighteen months is the period of conscripted 
service. 

Mr. Gary. They stated that after the election they were going to 
step that up to conform more nearly to that in other NATO countries. 
Has there been any effort in that direction? 

Colonel Burcess. I am not aware of any. 

General Outmstep. I am not, either. I have heard no report on 
that. 

Mr. Gary. What ages do they conscript? 

Colonel Burgess. Males reaching the age of 20. 

Mr. Gary. With reference to this program, I understand that you 
have determined by the methods that you have just outlined to us the 
supplies which are required by France; and that the list of those 
supplies make up the amount which you are requesting for that coun- 
try; is that correct? 

Colonel Burgess. Yes, sir. In other words, the entire amount 
that we were given by the JCS ceiling for the country based upon the 


‘knowledge of conditions in the country. JCS gives us the country 


ceiling and we program against that ceiling, up to the hilt. Of course, 
that does not mean that there are no more deficiencies. There are 
plenty of deficiencies which we were not able to program under the 
total monetary ceiling. 

Mr. Gary. You have programed in accordance with the funds that 
are available? 

Colonel Burgess. That is correct, sir. 

Mr. Gary. But you do have a definite detailed list of every item 
that makes up that program? 

Colonel Burgsss. Yes, sir; right in that book. 

Mr. Gary. And that list of items is classified material? 

Colonel Burcgss. Yes, sir. 
Mr. Gary. So that it cannot be put into the record? 
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Colonel Burcgss. That is correct, sir. 

Mr. Gary. You are, however, making the information available to 
the members of the committee? : 

Colonel Burcess. That is correct, sir. 


FRENCH CONTRIBUTION TO PROGRAM 


Mr. Gary. Now, to match this — I wonder if you could give 
us some idea as to what France herself is doing. 

Colonel Burgess. No, sir; except that I think Mr. Bissell testified 
on that score. I have no information for my own part. I am purely 
in the supply phase of the Army program and as such am responsible 
for making up these programs on the guidance I receive. 

General Outmsrep. I think I might add poeneroing a little more 
specific on that. France’s present military budget is a little more than 
one and a half times the amount of our anticipated aid deliveries to 
France in 1952. In other words, for every dollar that we are providing 
for France in end-item aid, France in her own military budget is 
spending a-dollar and a half. Or, to put it another way, we are 
carrying about 40 percent of the French rearmament cost in our 
end-item program. 

Mr. Gary. That is the entire military cost? 

General Otmstep. Yes, sir. 


QUESTION AS TO ADEQUACY OF PRESENTATION 


Mr. Wiceiesworts. I would like to ask, for the record, is this 
the total presentation with reference to the request in respect to France 
that the Department intends to make? 

General Otmstep. That is the Army portion, Mr. Wigglesworth. 
The Navy and Air Representatives are prepared to present their 
programs whenever the committee wishes. 

Mr. WicGieswortH. Do you consider that you have proved to 
the satisfaction of this committee and the Congress that any particular 
number of dollars is required in 1952 for the purposes we are consider- 
ing? 

General Otmstep. May I answer that not with a conclusion but 
with a statement? We have given you our complete factual informa- 
tion as to how we arrived at the French program from the Army side. 
We are prepared to give it for the Navy and Air. 

Mr. WiccLeswortH. You have given us the generalities, which. 
you have stated should be off the record, although my impression is 
that they are already largely public knowledge now; generalities which 
go to the over-all problem, which is largely disposed of already through 
the authorization legislation. | 

As far as assisting this committee to determine the number of dol- 
lars that should be allocated to this country, I think you have given 
us practically nothing, except you have handed us a book which is 
also secret, which you tell us represents the over-all recommendations 
of the Department in this connection. 

General O_mstep. Just so that the record will express our view 
on the thing, we have given you by item, number of items, unit cost, 
total cost, the complete French program and have explained to you 
why we arrived at it and how we arrived at it. We are prepared to 
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answer any further questions, either on the record or off the record, 
that being a decision, of course, outside of our hands. 


FRENCH MILITARY MANPOWER 


Mr. WiaGLeswortu. You have given us off the record the over-all 
undertaking by the French Government in terms of manpower in 
respect to calendar 1951 and calendar 1952. How does that man- 
power compare with French military manpower in 1914 and in 1939? 

General Otmstep. I cannot give you the figure for 1914, but in 
1938 the active French forces were 731,000—Army, Navy, and Air. 

Mr. WiacLteswortu. You have stated that nobody here this 
morning is in a position, to tell us how many troops the French Army 
has in active service at the moment? 

General O_mstep. No, sir, but I can get that information for you 
as soon as we can get a wire to Paris and back. 

Mr. WiaGLeswortu. It would be necessary to wire Paris to obtain 
that information? 

General Outmsrep. Yes, sir. The French Army is in the process 
of build-up. The last figures that we had are the ones that I gave you. 

Mr. WicGLeswortuH. Those were as of January or February of 
1951, as I recall it. 

General O_mstep. June 1. 

Mr. WiacieswortH. Which is not particularly helpful. 

General Otmstep. June 1951. 

Mr. Wiccieswortu. I thought the colonel said February 1951; 
is that correct, Colonel? 

Colonel Burcuss. On the conscriptive service and the military 
ages; the document that I read from was dated February 1. 

Mr. WiaeLteswortH. What I am asking is the number of people 
in active service in the French Army today, so we can compare that 
figure with the information you have given us off the record. I 
understand no witness before the committee is prepared to give that 
information. The only figures you have are many months old; is 
not that correct, Colonel? You gave the previous answer, Colonel. 

Colonel BurGress. What I read from was dated February 1, 1951. 

Mr. WiaGieswortnH. That is what I thought. 

General Outmstep. The figures that I have given you are as of 
June 1951. 

Mr. Wiac.teswortu. The number of people in active service in 
the French Army? 

General Otmstep. The total French forces. 

Mr. WiceLesworts. | am asking for the French Army. 

General Otmstep. I am sorry, we will have to get that breakdown 
for you. 

Mr. Wiae.teswortn. Does anyone here know, and can he tell us 
either off or on the record, the number of people in active service on 
which the over-all estimate of French needs was based? 

Colonel Buresss. No, sir. 

Mr. WiaGLeswortu. Does anyone here know—— 

General Otmstep. Pardon me, sir. May I give you an answer to 
that? The total requirements are based upon France’s total com- 
mitments. The program for 1952 is designed within the limitations 
of our fund ceiling to provide for the forces which France will have in 
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being during calendar 1952, the number of which I have previously 
stated off the record. 


BASIS FOR DEDUCTION FOR FRENCH CONTRIBUTION 


Mr. WicGLeswortH. Does anyone here know the basis on which 
the deduction representing the French contribution in 1952 was 
estimated? 

General Outmstep. May I ask you to explain what you mean by 
deduction? ‘ 

Mr. Wiacieswortnh. I understand that, in arriving at the figures 
that we are supposed to consider here, you started off with the over-all 
requirements for France based on a given number of men in active 
service; that from that you deducted the amount which, in somebody’s 
judgment, in terms of end units, the French Government could 
properly be expected to contribute. Iam asking if anyone here knows 
the basis on which that deduction was computed? 

Colonel Burcess. No, sir; I do not. 

General Otmsrep. | think the most accurate answer that we can 
give to you on that is, as Colonel Burgess testified, there are certain 
general categories which we do not program at all. Those categories 
he has put into the record. It includes such things as pay, food, soft 
items, clothing, housekeeping items, and so forth. 

Now, as to the remaining items, these which are deductible, on the 
basis of France-being able to provide them for herself, that is a cal- 
culation worked out at the country level between the military mission, 
the ECA mission, and the representatives of the French services. 

An illustration of that would be, if France can make her own 105- 
millimeter howitzer, which she can, they do not appear as a portion 
of the unit equipment, for the French units that will be activated 
during the next 12 months. 

Mr. WiaeLeswortu. | think that I understand the general mech- 
anism. What this committee is interested in, I assume, as an appro- 
priating committee, is specific items and specific costs, and I am 
trying to find out whether there is anyone here who can give us specific 
information, or whether that is all overseas in the hands of the 
MAAG’s. 

For example, can anyone here tell us what end items of the char- 
acter we are considering are on hand in France? 

Colonel Burcrss. I might show you the type of information we 
have from the country. 

Mr. WiGGLeswortH. What does that mean, off the record? 

(Discussion off the record.) 

Mr. WiceieswortH. Have you here in Washington specific and 
itemized information in terms of end items that the French Govern- 
ment has on hand at this time? 

Colonel Burcess. Generally, sir, I can give you—and again I am 
afraid as of the Ist of February—the types of artillery—United States, 
United Kingdom, and French. 

Mr. WieGcLeswortn. I am asking you a yes-or-no question. 

Colonel Burgess. I can give you that as of the 1st of February. 

Mr. WiceGieswortH. Do you have specific itemized information 
in terms of the end items under consideration that France has avail- 


able? 
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Colonel Burcress. Some of them, sir. I have some of them, but 
not all of them, except as shown on those sheets that you have in 
front of you. 

Mr. WiceLteswortu. The balance of the information is overseas? 

Colonel BurGcrss. We have on those sheets information that I have 
just shown you. 

Mr. WicGLeswortH. You said that you have some of that infor- 
mation. Where is the rest? 

Colonel Burcsss. That is the United States equivalent. 

Mr. WicGLEswortu. I am trying to ask a few simple questions. I 
want to know whether you or anyone else in Washington has on hand 
specific itemized lists in terms of end items, of the character that we 
are considering here, which France herself has on hand today. 

Colonel Burgess. It shows right on those forms that you have in 
front of you. 

Mr. Wiae.LeswortuH. You told me that you had only a part of it. 
I want to know whether you have complete lists of that or not. 

Colonel Burerss. Of the United States type of equipment, sir? 

Mr. WieGieswortu. Of the end items. 

Colonel Buresss. Of the United States types? 

Mr. WiacieswortH. If we are going to make some tanks for 
France, do you know how many tanks France now has on hand? 

Colonel Burcrss. Yes; 1 believe that I can get you that informa- 
tion. 

Mr. WiaGieswort. Is it here in Washington? 

Colonel Burasss. Yes. 

Mr. WiaGLeswortu. Is it overseas? 

Colonel Burcerss. I believe it is here. 

Mr. WiGGLeswortH. You do not know? 

Colonel Burcrss. Yes; | think it is here. 

General Otmstep. Off the record. 

(Discussion off the record.) 

General OtmsteD. We have quite an accurate knowledge of the 
types and quantities of major categories of equipment. 

Mr. WigGLeswortH. Are you yourself, or is anyone else here in 
Washington, in a position to provide that information if it were asked 
for off the record, or would you have to send to France to get it? 

General Otmstep. I think that we could get that information for 
you here. ; 

Mr. WieeLeswortH. You think it is here now? 

General OuMstTED. Yes. 

Mr. WieateswortH. You do not have it in your own mind, or 
with you here? 

Colonel Burcsss. Off the record. 

(Discussion off the record.) 

Mr. Wiaeieswortu. I am just asking a specific question here. I 
am not asking for figures. I am asking you if you are in a position 
to furnish them if they are asked for. 

Colonel Burcxss. I have some, and I know that I can get the rest 
of them. 

Mr. Wiaeteswortu. In Washington or in France? 

Colonel Burcess. In Washington. 

Mr. Gary. That would vary, however, to this extent: your records 
would show shipments rather than receipts in France, would they not? 
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Colonel Burcess. We get acknowledgments of receipts also. 

Mr. WieGcieswortn. I am talking about what France has on hand. 
That is point No. 1. Does anyone here know what she has on hand in 
terms of end items, and can they produce that list if it is called for off 
the record, or is that all overseas? 

Colonel Burcess. On the foreign provided items, I do not know. 
We have the United States provided items. 

Mr. Wiceieswortu. I do not want to clutter the record. I ask 
the simple question—If you are the person responsible here in Wash- 
ington, can you give us an itemized list of what France actually has 
on hand as a starting point? 

Colonel Burcess. Of United States equipment, or equipment of all 
kinds? 

Mr. Wiaeiesworra. Of the end items that she needs. 

General Otmstep. What Colonel Burgess is trying to say to you is 
this; France, in addition to having United States types of tanks on 
which we have exact information, has some captured German equip- 
ment and perhaps some of her own make and perhaps some other 
makes, and we have to estimate that information. We cannot certify 
the correct number for that. That has to be an estimate. 

Mr. WicGLeswortH. Why? 

General Oumstep. We are dependent upon the information that 
France gives us on that, and there is a large measure of discretion in 
whether you evaluate an item as serviceable or nonserviceable, or 
whether it is in the process of being cannibalized or rehabilitated, so 
there we are completely dependent upon what we are told. 

Mr. Wiacitesworta. Are you not allowed to inspect and form your 
own conclusions? 

Mr. Gary. The request figures are made up at the country level. 

General O_mstrep. That is right. 

Mr. Gary. There are committees in each country that are con- 
stantly inspecting and securing that information? 

General Oumstep. That is right. 

Mr. Wiee_esworts. Has anybody a break-down of the $2,600,- 
000,000 contribution which France is to make, or that part of it which 
is to be devoted to these end items in calendar vear 1952? 

General Otmstep. We can get you such information. 

Mr. WicGLeswortH. You do not have it? 

General O_msrep. No, sir. 

Mr. WiccLesworts. The colonel does not have it? 

Colonel BurceEss. No, sir. 

Mr. Wiecieswortsx. Do you have it here in Washington? 

General Otmstep. We think that we can make that up from infor- 
mation either available in the Pentagon or from the ECA. 

(The information was not furnished m time for printing.) 

Mr. WigeLeswortH. You may have to send overseas for it? 

General O_msrep. I doubt it. I think that we can get just as good 
an estimate for you here on that as we can overseas. 

Mr. WiceLesworts. Are there any of these end items on hand 
as a result of prior MDA appropriations? 

General O_mstep. Yes. 

Colonel Burgess. Yes. 

Mr. Wiceieswortn: In this country? 

Colonel BurGess. Yes. 
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General Otmstep. Off the record. 

(Discussion off the record.) 

Mr. WicGLeswortH. I am trying to find out how much is available 
in terms of inventory, and I have asked (1) about end items in France; 
(2) about end items which will be produced by France in 1952 out of 
the contribution she is going to make to this general effort. Now, I 
want to know whether there are any of these end items that are here 
in this country that are available as a result of prior EDA appro- 
priations. 

General Otmstep. We can give you those specifically. 

Mr. WicGLeswortH. You have a specific inventory of those end 
items? 

General Otmstep. Yes. 

Mr. WiaGcieswortu. Now, in the fourth place, you have, I assume, 
a specific list of end items that will be produced by this request, if 
approved? 

General O_msTeEp. Yes. 

Mr. WicGLeswortH. Have you also a list in terms of these end 
items that may be available under our own prewar domestic appro- 
priation, and that may be provided under the $56 billion bill that 
has recently passed the House, or the carryover of $36 billion from 
the past fiscal year? In other words, do you know how many of 
the end items we are considering are actually in being in this coun- 
try, or are to be created in this country under domestic appropriations? 

General Otmsrep. We can get you those figures; yes. They do 
not relate to our particular MUDAP operations, but we can get them 
from other elements in the Pentagon. 

Mr. \w1aGLeswortH. How much of that information would be 
considered as classified? 

Mr. O’Hara. Could I speak on that in a general sort of way in a 
moment, anc. I will get i ito a speci ic angle. 

First, production schedules are made up for each of the major 
items of equioment generally for the whole field of military procure- 
ment and covering 80 percent of the value of the procurement placed 
as & minimum for each of the military departments. Those production 
schedules show, among other thi.gs, the amount of financed production 
and the amount remaining to be financed; the proposed plants to be 
used and the total capacity of those plants by stages from the time 
when the tooling is first started wotil the end of the period that has 
to be covered with financing during the current fiscal vear. In other 
words, they would show on certaii items production through the 
fiscal year 1954—on certain types of aircraft, for example—at this 
time. Those production schedules include quantities, not only for 
the service doing the procuriag, because one service usually procures 
one item regardless of whether it is for them or for other departments, 
but also what is required for the Navy, the Air Force, and the Marine 
Corps on an Army schedule; in addition the MDAP requirements are 
shown. 

Supporting those production schedules are detailed tables showing 
the available items, both the type being procured and present ac- 
ceptable -substitute-standard items which can be issued for the 
equivalent purposes, and they show the application of those quan- 
tities, inventory plus planned production, to meet all requirements, 


89249—51—pt. 2——20 








304 


whether they are United States requirements for the Army, Navy, 
Marines, or Air Force, or for mutual defense assistance programs. 

Mr. Wiec.Leswortu. I still do not have an answer. 

Mr. O’Hara. The amount that is contained in the MDA program 
has been included in these schedules which have been checked prior 
to the submission of the military budget to see if they are feasible 
as to production or through the availability of stocks to complete all 
requirements. 

here is one requirement that has been omitted from those, how- 
ever, in the financing so far requested. That is the requirement for 
usage in operations in Korea. 

Mr. Wiceiesworts. I will try again. Here you have given us 
off the record a secret document indicating by major items of equip- 
ment the number of items that you propose to make available to 
France out of this appropriation in the fiscal year 1952. 

Just to take one end item at random, there is an item for trucks. 
This appears offhand to be a very large item for trucks. 

What I am trying to get at is whether there is anyone in Washington 
who, if asked in terms of trucks can tell (1) how many trucks France 
now has available; (2) how many trucks France is going to deliver 
under her own program this year; (3) how many trucks are on hand 
out of former MDA appropriations; (4) how many trucks are to be 
made available out of this year’s MDA appropriation; (5) how many 
trucks are available to the Armed Services for our own domestic use 
out of prior appropriations, and (6) how many trucks are going to be 
produced by the $56 billion or other funds that will be available this 
year and whether or not the answer to any one of those six questions 
can be made public, or must be regarded as secret. 

General Outmstep. In front of me is a schedule that is available to 
the members of the committee. This one happens to refer to light 
tanks, and there are four columns; (1) July 1952; July 1, 1953; July 1, 
1954, and then a total by July 1954. In those columns the following 
information is shown: 

First, under general categories of requirements: 


(a) Requirements for the forces in being or in mobilization on 
D-day plus nine; 


(6) One year’s peacetime replacements; 

(ec) Three months’ combat replacements; 

(d) For forces mobilizable in D plus 4 days to D plus 90 days; 

(e) One year peacetime replacements; 

(f) Three months’ combat replacements. 

Then there is a total requirement represented for the sum of those 
six categories of requirements. 

(Discussion off the record.) 

On this same sheet there is an asset picture: 

(a) Under assets, on hand and serviceable; 

(6) United States MDAP divided into fiscal year 1950, 1951, and 
supplemental 1951; 

(c) Assets available from any other country, including direct pur- 
chases from the United States; 

(d) The country’s own production; 

(e) The quantity scheduled to come from the repair of unserviceable 
stocks on hand. 

Mr. Couperrt. Off the record. 











Pee 


peti udaonsin 





iacitcasaicy ieee Ls 









305 




















































y, (Discussion off the record.) 
Mr. WieeLeswortH. Could you furnish something to this com- 
mittee, either on or off the record, that will show in terms of each 
mi 4 major item of equipment proposed for the fiscal 1952 MDA pro- 
rr 4 gram, the number available in each of the six categories I referred to— 
le 4 namely, (1) on hand in France, (2) to be produced in France, (3) 
ll 3 on hand as the result of prior MDA appropriations, (4) to be produced 
. by this appropriation, (5) on hand for our own domestic organization 
Me from prior appropriations, and (6) to be produced with the funds 
r 3 available for fiscal 1952 for our domestic set-up. 
General Otmstep. We can give that to you off the record. Could 
8 you specify the items that you would like to know about? 
? : Mr. WicGieswortu. I have in mind these items that you have 
) ; given us here as a secret document, Major Items of Equipment. 





You have given us eight of them. They appear to account for the 
bulk of the program. 

General Otmstrep. Mr. O’Hara tells me we can get you substan- 
tially what you want. There will be some limitations. For example, 
items shipped to a combat theater are dropped from our inventories. 
We would have to exclude them. 

Mr. Coupert. Do you have any indication what volume of mate- 
rial is being shipped to Indochina, to the French there? 

General OtMstep. We can give you that specifically. 

Mr. Coupert. I think that would be helpful in knowing what 
disposition is being made of our military produetion. 

Mr. WicGLeswortu. How much has this request for France been 
reduced or increased since the original submission? Has there been 
any substantial change in it? 

General Otmstep. Are you referring to the result of reductions 
made in the authorizing legislation? 

Mr. WiaGcieswortu. As I understand it the initial steps in reach- 
ing a figure are carried out by the MAAG set-up in each country, 
the ambassador, the top military man, and the top ECA man—— 

General Otmstep. As I stated yesterday —— 

Mr. WiceteswortH. Has their original recommendation been 
materially altered? 

General Otmstrp. As I[ stated yesterday, this 1952 program will 
accomplish somewhere between 30 and 40 percent of the completion 
of the total requirement, so there would be that much of a cut to 
: start with. 

Mr. WiceLteswortn. Did they make a specific recommendation 
: with respect to 1952? 





Baas oy a OLDE: 


Colonel Burgess. Yes. 

Mr. WiaeLeswortH. Or do they make only over-all recommenda- 
tions in terms of dollar aid? 

Colonel Burcess. Their recommendation is contained in these pro- 
grams, sir. 

Mr. WiaGLeswortu. In other words, the MAAG organization goes 
to work and makes its recommendation on what France should have 
for the fiscal year 1952? 

Colonel Burcess. Yes. That is in order of priority. 

Mr. WieGieswortu. My question is, Has that recommendation in 
respect to the fiscal year 1952, as originally made, been substantially 
altered up to now? 
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Colonel Burcess. Not substantially. 

Mr. WiaGiesworts. It is substantially the same program that 
was recommended? 

Colonel Burcess. There are minor revisions going on constantly. 

Mr. WiaeLeswortn. Is that true, generally speaking, of all the 
country programs that we are called upon to consider here? 

Colonel Burgess. Yes; we are dealing with them daily. 

Mr. Wieci:sworts. On the whole, the original recommendations 
are in effect today? 

Colonel Burgess. Yes. Some go up a little and some go down, but 
essentially the recommendations are as desired by the MAAG’s in 
the countries, and I would say not too great a revision. I will say, 
however, there is constant revision. These programs are always 
undergoing revision. I have work sheets that we are preparing now 
for a final printing of the program as soon as this Appropriations 
Committee authorizes the funds. They are tentative programs, as 
you know, and have not been approved because we do not have the 
over-all ceiling. , 

Mr. WiccLeswortH. What latitude does the Department consider 
it has for changing these programs? 

Colonel Burcerss. Only with the agreement of the country con- 
cerned. 

Mr. Wiccieswortn. As far as the Congress is concerned, these 
programs mean little or nothing, then? 

Colonel Burgess. We have the criteria, sir, to determine what they 
will or will not get, but within the monetary ceiling we get, we work with 
them, and in the monetary ceiling allowed we give them essentially 
what they say is needed to meet the commitments for that particular 
year. 

Mr. WicGLesworrs. It is not likely, of course, but does the De- 
partment consider it has the right to take any or all of the programs 
presented here today and use them all in a single country? 

Colonel BurGgss. Yes. 

Mr. WicGLeswortu. They are not bound in any way by these 
programs that vou are presenting to the Congress? 

Colonel BurGess. No, sir; the Joint Chiefs of Staff can give all 
the items to one country, if they wish, within the title, of course. 

Mr. Coupert. Does the French figure submitted for 1952 in these 
documents that Mr. Wigglesworth is talking about include contribu- 
tion to Indochina, or is that operated on a separate account? 

Colonel BurGess. That is a separate account, sir. We have an 
Indochina program contained in these books. 

Mr. Coupert. So these figures that Mr. Wigglesworth is talking 
about are exclusively Western European NATO-Army figures? 

Colonel BurGgss. Yes. 

Mr. Covuperr. And the United States contribution to Indochina. 
comes in on top of that and in addition to that? 

Colonel BurGess. Yes. 


UTILIZATION OF AVAILABLE MANPOWER AND FACILITIES BY FRANCE 


Mr. WiaGieswortsH. To what extent are available manpower and. 
available facilities in France being utilized on the basis of this program?” 
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General OtMstEep. We do not have a very solid base on which to 
answer the question about the utilization of their manpower in in- 
dustry, Mr. Wigglesworth, because that is a little outside our aspect 
of the program. The utilization that does affect us is the augmen- 
tation of their forces, both active forces and readily mobilizable 
forces, which we discussed yesterday. 

Mr. Wieciteswortu. As a yardstick, that affects the number of 
end items that they require. My question, however, is directed to 
the possible placing of orders, we will say, in France, instead of placing 
100 percent of them in this country, and to what extent there may be 
manpower and plant capacity available for such a policy? 

General Otmstep. We are advised there is some unused industrial 
capacity in France. The nature and extent of it we are right now 
in the process of studying in conjunction with ECA and the Defense 
Production Board in London. The over-all estimated figure for all 
the NATO countries has been set in the vicinity of a $4 billion capacity 
to produce that is not being utilized now. 

Mr. WiacLeswortu. $4 billion? 

General Oxtmsteap. $4 billion. That is being studied now and 
broken down by countries and by categories, and our services here 
are studying the possibility by categories of items of buying offshore 
and utilizing some of this unused industrial capacity in the European 
area. 

Mr. WiaGiesworta. This secret document that you have given 
us, which is a breakdown with respect to French items, contemplates, 
I take it, the construction of additional capacity in America, does 
it not? : 

Colonel Burcess. I know of no added industrial capacity which is 
required by the United States to fulfill the program other than in the 
medium tanks. That is on the Army side. 

Mr. Wiccieswortu. What do all the entries mean—which refer 
to installed units? 

Mr. O’Hara. Those are components. There are certain types of 
radios—that are produced as part of the Signal Corps’ responsibility— 
which are for installation in completed tanks. There are other com- 
ponents that go to make up the completed tanks. 

Mr. Wiae.LeswortnH. Does it or does it not represent the con- 
struction of additional facilities? 

Mr. O’Hara. No, sir; that does not. That particular item de- 
scribed, as for installation in a certain item, is a component which is 
made by one subcontractor and it is to be included in the finished 
product produced by someone else. 

Mr. Wiceieswortn. Off the record. 

(Discussion off the record.) 

Mr. Wiceteswortu. | think it has been testified that the conscrip- 
tion period is now 18 months. Is that right? 

Colonel Buraess. Yes, sir. 

Mr. Wiae.ieswortu. Is there any prospect of that being increased 
to 24 months? ; 

Colonel Burcess. That is out of my field, sir; I do not know. 

Mr. Wice.iesworts. Do you know that, General? 

General Otmstep. I do not know the answer to that, sir. We will 
ascertain the answer. 
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Mr. Wiaaieswortu. Off the record. 

(Discussion off the record.) 

Mr. WiaeieswortH. Has there been any appreciable speed-up 
in terms of the over-all program in France, would you say, since the 
election, or not? 

General Otmstep. I have no basis on which to answer that ques- 
tion. There, again, we can make inquiry from our mission chief. 
We will be glad to do so. In terms of end results, the reports are 
that France is keeping abreast of her committed program. Whether 
that indicates a speed-up since the election or not is a question we will 
have to inquire upon. 


TAX ON AMERICAN CONSTRUCTION 


Mr. Wiea@Lteswortu. This may be outside your province, also, but 
it is a matter of interest. I note in this morning’s Post a statement 
attributed to an American spokesman—no doubt classified—to the 
effect that the United States Army is raying taxes to the French 
Government on vital strategic supply and communications networks 
it is building in France for the defense of the West. No treaties or 
agreements exempt us from taxes. Do you know anything about 
that picture? 

General Otmstep. No, sir. I saw that story. It has a Paris date 
line, does it not? 

Mr. WiaGLeswortn. Yes. 

General Otmsrep. That problem does not come within the prob- 
lems of the Office of Military Assistance. 

Mr. Gary. That story says, however, that the Defense and the 
State Departments and the ECA are all looking into the matter, 
does it not? 

General Otmstep. That I do not know, sir. That just does not 
relate to my duties in any way. 

Mr. Gary. I quote from the newspaper article referred to by Mr. 
Wigglesworth: 

Informed quarters say that a special report on the tax problem is being prepared 
in Paris for the United States Departments of State, Defense, and Economic 
Cooperation Administration. 

General O_mstep. I see. 

Colonel Burcess. Mr. Chairman, I do have the figures on the 
machine guns, if Mr. Wigglesworth wants them. 

Mr. Gary. Mr. Wigglesworth? 

Colonel Burcess. This is off the record. 

(Discussion off the record.) 


RELATION OF FRENCH MILITARY EXPENDITURES TO GROSS NATIONAL 
PRODUCT 


Mr. Wice.Leswortu. I wish you would put in the record, assuming 
you do not have it here now, what France’s military contribution was 
in 1938, let us say, and 1914, in dollars and cents. 

Mr. Covuprert. You mean in manpower, do you not? 

Mr. WiccLeswortH. They gave us a figure for manpower, but I 
would like to get one for the material contribution, also. 
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Mr. O’Hara. Military expenditures? 

Mr. WicGieswortu. Yes. If possible you might relate that to 
the gross national product, as has been done by Mr. Bissell. 

Mr. O’Hara. We will try to get that, sir. We can probably get 
1938. I am not so sure they will have 1914 figures available. We 
will get them for the last prewar year, 1913. 

(The information is as follows:) 





1913 








Men under arms mes 731, 000 

Military expenditures (millions). _-................-....-.---- $71 $1, 698 | 

Gross national product (millions) _-....................--...--- | , 2 $23, 201 | 
5.9 | 7.4 


Percent of gross national product for defense | 





1 Projected strength is classified information. 
2 No gross national product records are available for this period. Figure used is an approximation based 
on such information as is available. 


Military expenditures and gross national product for 1913 and 1938 have been 
adjusted to 1950-51 prices. 


igures for 1914 were not used since hostilities between Germany and France 
began July 28, 1914, and such statistics as are available are greatly distorted. 
Colonel Burgess. I can give the over-all category, sir, on trucks. 
(Discussion off the record.) 
Mr. Wieeieswortu. I do not know that there is much use, Mr. 
Chairman, in continuing. 
Mr. Gary. It is 12 o’clock. We might as well recess until 2 o’clock. 


AFTERNOON SESSION 


Navy ProGraM 


Mr. Gary. The committee will please come to order. 
We will now take up the Navy program for France. 
General Otmstep. Captain Ascherfeld. 


GENERAL STATEMENT 


Captain AscHEerFELD. Gentlemen, I would like the first part of my 
statement to be on the record. 

I am handing you gentlemen each a copy of the Navy fiscal year 
1952 tentative program. Although this is a classified document | 
think I can give some testimony on the record in connection with it. 

The committee will note the major items in this program. The 
vessels begin on line 4. There is one type of vessel there. Skipping 
down to line 16, with line 17, together, they give another type of 
vessel. I am not mentioning the type, so it can remain on the record. 

At lines 24 and 25 there is another type. 

On the second page, lines 11 and 12. On 19 and 20 there is another 
type. That would complete the vessels. 

On page 4, aircraft, on line 21. 

On page 5 there is another type on line 5; and another on line 9. 
That completes the major complete ships and aircraft. 

I think it would be well to note the format of this program. The 
various columns indicate the numbers of each item, the unit cost of 
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each item, the total cost. The last three double columns indicate the 
source of the equipment, whether from excess, from service stocks, or 
from new procurement. 

It will be noted that this represents the complete detailed refined 
Navy tentative MDA program for France. It is the result of studies 
by many agencies and many persons, and it is the result of detailed 
cost studies and availability studies with the various bureaus of the 
Navy Department. 

It will be noted, also, that this is a 9-page document and there are 
22 lines on each page, which will give for the record a certain indica- 
tion of the size of this program and the detail in which the items are 
programed. 

I invite the committee’s attention to the way in which the costs of 
the vessels are broken down; taking as an example the first type of 
vessel shown on the first page. At the top of the page, line 4, this item 
begins. It will be noted that the costs are shown separately for the 
hull and machinery and contractor-furnished equipment and spare 
parts. 

Mr. WiaGLesworts. What page was that? 

Captain AscHERFELD. Page 1, lines 4 and 5. 

Lane 6 indicates the Government-furnished equipment and spare 
parts; and consumable supplies. 

Line 7, the installed ordnance and full allowance of ordnance spares. 

Line 8, the ammunition service allowance. 

There is also logistic support on line 10. 

All those figures added together give us a subtotal. Divided by 
the number of vessels indicated, that will give the unit cost which we 
used for the vessel. 

Mr. WiecieswortH. Does that appear on this chart here? 

Captain AscHERFELD. The unit cost would have to be obtained, sir, 
by adding the various unit costs in column E—there is a very small 
“E” there; I do not know whether you can read it. It is in the fifth 
column. By completely adding those five times there you would get 
that answer. 

Mr. WicGLesworts. Off the record. 

(Discussion off the record.) 


FRENCH NAVY 


Mr. Gary. Can you tell us something about the French Navy now? 

Captain AscHEerFEeLp. Mr. Gary, I cannot tell you right now any- 
thing much about the French Navy—lI do not have that information 
here—but I can obtain information. 

Mr. Gary. They had a very substantial navy prior to the war? 

Captain AscHERFELD. Yes, sir. 

Mr. Gary. And they lost a good many ships. 

General Otmstep. I might help you out there, Captain, with some 
observations, which I must ask to be off the record, about the size 
and condition and so forth. 

Mr. Gary. Yes. 

(Discussion off the record.) 
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SCREENING OF DEFICIENCIES 


Captain AscHEerRFELD. I would like to say, on the record, that all 
the remarks that Colonel Burgess made with regard to screening, 
matching up the deficiencies with what the country has asked for, 
the screening by JAMAG and the MAAG’s and by representatives of 
the Chief of Naval Operations, has been pretty much along the same 
lines as was done for the Army program. 

The Navy is convinced that these items on these sheets of paper 
here are actual deficiencies. We know they do not completely fill 
the deficiencies which exist for the French Navy, but we feel that it 
is a pretty good picture of what the French Navy can absorb at this 
time. 

DELIVERY OF ITEMS 


Mr. Gary. How long do you estimate it will be between the pas- 
sage of this bill and the delivery of the items contained in it? 

Captain AscHEeRFELD. Sir, I can show you that graphically, if 
you will not pay too much attention to some of the figures on the dia- 
gram. I have plotted out graphically the expected delivery of all 
the ships in this program. I could not single out France, because 
we have not plotted it that way, but I can show it to you in about a 
minute, sir. 

I can make some remarks on this chart on the record, also, although 
it is a classified chart. 

This chart was completed this morning and is pretty much up to 
date, and I believe it to be correct except that this figure [indicating] 
is too high by some 14 vessels. 

To answer the present question, the red striped blocks shown the 
estimated delivery dates on all the ships in the 1952 program. You 
will note the calendar years indicated above. Note the present date 
is in here [indicating]. 

A glance at this chart will show the expected interval for construc- 
tion of the various types. This point [indicating] indicates the end 
of the medium term defense plan. 

I would not like to have the committee compare these figures with 
any figures they have now, because, as you realize, the programs are 
under revision, although they do approximate very closely the figures 
you may have as the total number of vessels. 

Mr. Couprrr. Off the record. 

(Discussion off the record.) 


AUTHORITY NECESSARY FOR TRANSFER OF AVAILABLE VESSELS 


Mr. Couprrt. Captain, in examining this secret document that you 
have presented I noticed that nearly all, if not all, of the ship deliveries 
scheduled for MDAP are out of new procurement. Are there not 
available adequate ships from the moth-ball fleet that we put away 
after the last World War? 

Captain AscHERFELD. There are available in the moth-ball fleet. 
numbers of ships, but before any of those ships can be transferred to a 
foreign country they must be declared by the Chief of Naval Opera- 
tions as not being essential to the defense of the United States. It is 
not so possible to declare them, because they all are required in the 
United States Navy mobilization plans. 
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Mr. Couprrt. You mean that all that is actually required to make 
ships presently in storage available for foreign account under MDAP 
is an order from the Chief of Naval Operations? 

Captain AscHERFELD. That is not all, sir. It depends upon the 
type of ship. There is the Public Law 3 now, which requires an act of 
Congress for any vessel of destroyer escort size or greater. 

Mr. Covuprert. You mean that before you can supply to any one of 
these foreign powers under N ATO existing naval vessels new authority 
must be given by legislation? 

Captain AscHERFELD. Yes, sir; that is true. 

Mr. Covupnrt. I thought a moment ago you said it required only 
the assent of the Chief of Naval Operations. 

Captain AscHERFELD. I did not say “only,” sir. I said it required 
a certification by the Chief of Naval Operations that the vessels are 
not required for the defense of the United States. 

Mr. Couprert. Then what happens to the vessels? 

Captain AscHERFELD. Well, you need congressional permission for 
the larger ones. 

Mr. CoupErt. You may be quite right, Captain, but that does not 
sound reasonable to me. If legislative authority is required anyhow, 
I do not see where the Chief of Naval Operations comes in. I wonder 
if you are quite correct about that. 

Captain AscHERFELD. Yes, sir. Under the law we are not allowed 
to transfer any vessel or strike any vessel from the Navy Register 
unless it is declared not needed for the defense of the United States. 

Mr. O’Hara. May I go further on that? 

Mr. Coupert. Yes. I would like to get this straight, because I 
think perhaps we can do something about it. 

Mr. O’Hara. Public Law 3 of this Congress prohibited transfer of 
any combatant vessels on the active register of the United States to 
any countries regardless of any other law, which excludes from exemp- 
tion any MDAP legislation that previously authorized such transfer. 
That law was passed early in the session. Since then there have been 
two specific laws authorizing specific transfers of vessels to other 
countries. 

Captain AscHERFELD. That is right. 

Mr. O'Hara. Mostly the vessels authorized for transfer to other 
countries in those laws were lend-lease vessels. 

Mr. Couprrt. I understand. It is unquestionably the fact, is it 
not, Captain, that there are large numbers of naval vessels of various 
kinds presently in mothballs, that it is not planned to bring out and 
utilize in our current own naval operations, certainly in the 1952 pro- 
gram? 

Captain AscHERFIELD. That is true; yes, sir. 

Mr. Coupert. Apart from legal limitations, those vessels would be 
available for distribution under the MDAP program, would they not? 

Captain AscHERFELD. They would; yes, sir; but there is a compli- 
cation there. In order not to reduce the size of our reserve fleet we 
would at the same time have to build a new ship to replace the ship 
that would be taken out of our reserve fleet. 

Mr. Covupert. Why would you have to build a new ship? 

Captain AscHERFELD. Because we need the present levels in our 
reserve fleet for mobilization. 
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Mr. CouperT. You mean that the Navy does not consider the 
MDAP program as a part of national defense? Is that it? 

Captain Ascnrerrep. I would not want to speak for the Navy on 
that, sir. 

Mr. Coupert. But you evidently place it at a very low order of 
priority. 

Captain AscuerFeLp. No, sir. I think we have to look out for 
our own mobilization needs. 

Mr. Coupert. So that you are going to build new ships under 
MDAP to deliver to the MDAP countries to defend them in a world 
where there is no major hostile navy; but you are going to keep our 
own ancient vessels from World War II sitting here in storage against 
some later mobilization day, perhaps. That is what it looks like to me. 

Captain AscHERFELD. Mr. Coudert, I think it would be a wonderful 
thing if we could use some of these old ships. There are reasons I 
have tabulated for about 150 of these ships as to why they have to be 
new. Most of them, by the way, are smaller ships. 

Mr. Couperr. I find it very difficult to justify the construction of 
new naval vessels to deliver to NATO countries for use in the Atlantic 
and the Mediterranean, where for all practical purposes there is no 
substantial known naval force in existence, so far as I know, to 
challenge them. I do not see why old American ships could not be 
used there. 

Captain AscHENFELD. Sir, off the record. 

(Discussion off the record.) 

Mr. Coupert. We seem to be in a position here in this committee 
where all we can do is take requests and figures that cannot be justified 
on the record because everything is classified, and either take them 
and swallow them whole, or not swallow them. There is no other 
alternative. There is not much proper justification on the record for 
any of these things. 

Captain AscHERFELD. Have I answered the question? 

Mr. Couprrr. As well as it could be in the circumstances. I 
think the Chief of Naval Operations and the Joint Chiefs of Staff and 
the Secretary of Defense ought to answer the question, really. 

Mr. Wieeiusworts, Off the record. 

(Discussion off the record.) 

Mr. WiageLeswortH. I notice there seems to be a substantial 
difference in the number of vessels you tell us you want to provide for 
this purpose as between two secret documents that have been given 
to us within the last 48 hours, and also a substantial difference in the 
total cost of the ships planned to be used. Also the target that we are 
shooting at seems to be exceeded if we use the larger figure in reference 
to these ships. You say that you do not know about the present 
size of the French Navy. 

Captain AscHEeRFELD. No; but I can get that information for you. 
I would like to answer the first part of your question. 

Mr. WiaciteswortH. Do you know what France is expected to 
contribute in terms of ships?” 

Captain AscHERFELD. No, sir; I do not have those figures here. 
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BASIS FOR ESTIMATE FOR SHIPS TO BE TRANSFERRED TO FRANCE 


Mr. WiaeLeswortsH. Who compiled this estimate of the ships which 
it is thought we should turn over to France? 

Captain AscHERFELD. As I explained, sir, all these items, or rather 
all these deficiencies, including the ships, were studied by the MAAG 
and JAMAG and the Joint Chiefs of Staff. The Joint Chiefs of Staff 
gave us a directive that provided for a certain number of ships in the 
program, and we have hit pretty close to the Joint Chiefs of Staff 
directive. 

(Discussion off the record.) 

Mr. Wieeiesworts. I would like to have toa reasonable degree the 
mathematics showing how these results were arrived at. Otherwise, 
it becomes necessary to accept or reject, as Mr. Coudert has said, 
largely as a matter of faith. 

Mr. Gary. Have the discrepancies to which you have referred 
been explained to your satisfaction, Mr. Wigglesworth? 

Mr. WiaGcteswortn. I guess all the explanation has been given 
that is going to be given. It does not explain the fact that we have 
been given two sets of figures within 48 hours. 

Captain AscHERFELD. I think that has been explained. It has 
been said that these programs are continually under revision, and at 
what point in the revision that figure was handed you, or tabulated, 
I do not know, and it would be impossible to find it at this moment. 
I think you will admit the figures do correspond within a vessel or 
two. They are not very far off, and certainly on the order of the 
Joint Chiefs of Staff’s directive. 

I would like to state that nearly all these types of vessels and 
numbers programed on this sheet are believed to fulfill completely 
the French deficiencies, except in the case of two types of vessels. 

Mr. Wiecieswortnu. The picture which you have given us as to 
what is contemplated in respect to naval aviation is one which you 
tell the comm ttee it is impossible for France to do any part of. 

Captain AscHERFELD. It is impossible for France to fulfill the com- 
plete needs for NATO defense in this respect, sir. If we go into that 
one item for planes, we have had recent correspondence with. them 
and recent revisions of the program in order to increase the amount. 

The French are going to procure with cash some of their require- 
ment in that respect. 


FRENCH NAVAL PLANES 


Mr. Wice.teswortH. Do you know, as a matter of fact, what 
France has on hand in terms of naval planes today? Do you or do 
you not know? 

Captain AscHEeRFELD. Partially, sir. I happen to have one de- 
ficiency sheet on one type of plane which I can give you for your in- 
spection. It is secret. 

Mr. WiacieswortH. Do you know as a matter of fact what the 
whole picture for France is? Do you know what she has on hand in 
terms of naval aviation? 

Captain AscHERFELD. I personally do not. It can be obtained. 
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Mr. WiaeLeswortit. Do you know, as a matter of fact, what France 
plans to build in 1952 in terms of naval avaiation? 

Captain AscHeRFELD. Not for the whole picture, sir. That would 
have to be obtained from the sources that work with it and produced 
these results. 

Mr. WiaGLeswortsH. As a matter of fact, you are not in a position 
personnally to assure this committee that France could not manu- 
facture part or all of the program which you have outlined to us off 
the record? 

Captain AscHERFELD. I cannot demonstrate by arithmetic now, 
but I can assure you that we have had quite considerable corres- 
pondence on this subject and that there is more than one division and 
branch of the Chief of Naval Operations’ Office which is required to 
study these requirements. I do know that it has been very carefully 
looked into and I know these are real deficiencies which cannot be 
filled by the French. 

Mr. WigGLeswortH. You are told that? 

Captain AscHERFELD. I know it from reading correspondence from 
the MAAG, France. 

Mr. WiaeLeswortn. Off the record. 

(Discussion off the record.) 

Mr. WiaGLteswortu. There are other large items of equipment in 
this Navy program, are there not? 

Captain AscHERFELD. Yes; there are. 

Mr. WieeLeswortu. Tell us something about them off the record. 

(Discussion off the record.) : 

Mr. WigGLeswortnH. You are not certain what the major items just 
referred to off the record are for? 

Captain AscHERFELD. | am fairly certain of the answer which I 
gave you, sir, but to be 100 percent sure, I would have to check. 

Mr. WiacLteswortu. Do you know what France itself has on hand 
in this connection? 

Captain AscHERFELD. No, sir. 

Mr. WicGieswortn. Do you know what they are planning to 
produce in this connection in 1952? 

Captain AscHERFELD. No, sir; I do not; but it was completely 
covered in the deficiency sheet from which this item was generated. 


Air Force ProGrRAM 


Mr. Gary. We will now take up the item for Air. 

General Otmstep. Colonel Klein will present the French air pro- 
gram. 

(Discussion of the record.) 


BASIS AND SCOPE OF PROGRAM 


Colonel Kiem. Mr. Gary and Mr. V igglesworth, I would like to 
make a few statements on the record here before we drop into the 
limbo of secrecy to give a brief discussio: concerning the basis for 
and the scope of the air force fiscal year 1952 MDAP for title I coun- 
tries. It is to be recognized that all of the European NATO countries 
emerged from World War II with either no air force at all, or one 
which was equipped with a heterogeneous mixture of World War II 
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aircraft. Most of these are now either obsolete or definitely obso- 
lescent. At the close of the war there was an immediate requirement 
for the development of jet-propelled aircraft to replace the conven- 
tional propeller-driven types. With the exception of the United 
Kingdom, such development was extremely slow in getting underway, 
either because of the countries’ weakened economy or because of the 
lack of basic aircraft industries which could undertake such develop- 
ment. This accounts for the rather deplorable state of effectiveness 
in the air forces we find in Europe today. They are literally having 
to start from scratch to build up modern fighting forces. Because 
the European countries have always been more acutely interested in 
air defense, as opposed to tactical air offense, most of their develop - 
ment effort that has been underway since the close of the war has 
been devoted to mterceptor and day fighter development. As a 
consequence we are looking to them for the production of these types 
of aircraft and we are devoting our MDAP effort to providing the 
fighter bomber, tactical reconnaissance, jet trainer, and transport 
aircraft required to meet their needs in filling their commitments to 
the NATO defense plan. This is in keeping with the policy of having 
each NATO country devote its productive effort to providing items 
which are most suited to its manufacturing capabilities. With this 
short preamble I would now like to distribute to the committee mem- 
bers copies of the fiscal year 1952 air foree MDA program for France, 
which I am prepared to discuss fully with you and answer any question 
you may have. 

I would like to repeat that the air force programs are based on pro- 
viding the deficiencies in fighter-bomber aircraft, tactical reconnais- 
sance aircraft, and transport aircraft as well as providing necessary 
jet training aircraft and conventional training aircraft which cannot 
be provided by the NATO countries by the time required. 

For the members of the committee also I would like to say that 
these air force programs have to be long in lead time, due to the fact 
that the jet aircraft require such long time for production—we have 
not been able to provide in the early stages of this program all of the 
jet aircraft that they could have absorbed. However, our MDAP 
airplane program is based on our production capabilities. 

he fact that we could not provide the aircraft as soon as they were 
ready to convert their conventional squadrons to jet aircraft actually 
was not as serious as it might seem, because we have a terrific training 
load to undertake to get these countries in a position where they can 
maintain and operate the aircraft when they arrive. 

As a consequence, while waiting for the aircraft to be produced and 
delivered we have undertaken a very substantial training program 
both as to pilots—that is, jet pilots—and all types of technicians, and 
particularly we have slanted our training to the instructor-type indi- 
vidual who can go back to the respective country and provide the 
nucleus of a training establishment to undertake their own training 
in subsequent years. 

Mr. Gary. Are the end items contained in your program determined 
by substantially the same methods as those outlined by Colonel 
Burgess for the Army? 

Colonel Kier. Yes, sir; they are. We all have the same type 
forms that were filled out in the NATO countries. This particular 
one that I am looking at, the item is training and liaison twin-engine 
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aircraft. It shows all of their requirements, what they are for July 1, 
1952, what the additional requirements are for July 1, 1953, and addi- 
tional requirements for 1954. 

In the next paragraph it shows what they have total on hand that 
are serviceable, what equipment is unserviceable but can be repaired 
by June 30, 1952. It shows what equipment they expect to procure; 
and from the sum of those, they get the total assets and we compare 
the total assets with the requirements and we get the deficiency. 

In this particular case, this particular type aircraft, they have 
more assets than they have requirements. Consequently we have 
no action to fill any deficiencies there. They have made this so com- 
plete that they have even reported on the required items, whether or 
not they expect any aid from us. 

I might say that these deficiency lists are big stacks of things and 
when you asked this morning if we could provide that information 
for you, I would like to answer that in this way, that it would be most 
difficult for us to provide it to you now. However, it was used in the 
development of the programs. 

In the case of the Air Force all of those deficiency lists are now at the 
Air Matériel Command in Dayton and they are all split up and sent 
to the various supplying agencies within the Air Matériel Command. 
It would be very difficult to retrieve those now at this time. However, 
any specific information you would request we could dig out. 

Mr. WicGieswortu. In other words, it would not be practical 
in your judgment to present to this committee the substance of the 
original computation by the MAAG set-up, we will say, in France or 
elsewhere? 

Colonel Kier. Mr. Wigglesworth, it would be very hard to sum- 
marize them and the only other way we could do it would be by pro- 
viding you with the documents which are too full of technical nomen- 
clature to be useful to you. It is possible, but I would say that it is 
not practicable within the time that we have available to us and to 
you. 

I can reiterate and assure you that all of these items have been 
thoroughly investigated and the forms have been filled out on all of 
these items, the assets and the réquirements and the deficiencies and 
it is from that that we base our programs. 

Mr. WiaeLeswortH. Do you know what, in terms of end units, 
France has on hand with respect to the Air Force? 

Colonel Kier. I will answer that off the record, if I may. 

(Statement off the record.) 


REPLACEMENT OF OBSOLETE OR OBSOLESCENT PLANES 


Mr. Wiactesworrnu. As a matter of fact, our contribution to the 
NATO nations in terms of the air is based on a computation which 
considers practically all planes available today to be obsolete or 
obsolescent? 

Colonel Kier. Yes, sir. 

Mr. Gary. May that go on the record, Colonel? 

Colonel Kier. In the types that we are furnishing, yes, that can 
go on the record, because they do not have the tactical reconnaissance 
and fighter-bomber types that we have in our programs. 
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Mr. WicGLesworts. So that generally speaking the philosophy is 
that all available planes in the NATO countries 2 igs be replaced 
either by the nations overseas or MDAP? 

Colonel Kue1n. Yes, sir; that is, with the exception of certain 
transports, like the C_47 aircraft which in any war will be a good 
work horse. There will have to be bigger and better airplanes, but 





version, are you not?—and the training aircraft—there are certain 


conventional training aircraft that will always be good for primary and 
basic training. 


Mr. Gary. And the interceptor, you say? 

Colonel Kier. They have some interceptors now; yes. But. those 
that will complete the deficiencies will have to be jet interceptors to 
be of any use at all. 

Mr. WiaGiesworts. Do you know, as a matter of fact, what 
France is expecting to contribute in the fiscal year 1952? 

Colonel Kier. I do not know it by years, Mr. Wigglesworth. I 


have a brief run-out here, from which I would like to speak off the 
record. 


(Statement off the record.) 
Mr. Gary. Do you have any further question, Mr. Wigglesworth? 


Mr. Wiccieswortu. I would like to take a look at this breakdown 
showing the proposed program. 


CATEGORIES OF ITEMS IN PROGRAM 


Colonel Kier. You will notice there, Mr. Wigglesworth, it is broken 
down into categories, the first one being aircraft spare parts and aero- 
nautical equipment and supplies. That gives the total figure for the 
items that follow. 

Line item 2 is aircraft spares. That figure is the total of everything, 
down to and including line 9. 

Mr. Wiaciesworts. Yes, I see that. Are all the actual planes 
included in those first-line items? 

Colonel Kier. Yes, sir; lines 4, 5, 6, 7, 8, and 9 are all the aircraft. 

Mr. Wicciesworts. You have written in the unit cost in each 
instance in longhand, or somebody has. 

Colonel Kier. Yes, sir. Now, those unit costs that you have there, 
Mr. Wigglesworth, include 1 year’s spares. If vou want the cost of 
the aircraft alone, complete with its engine and Government-furnished 
equipment, I can give you that. 

Mr. Wiaeieswortn. This, in each instance 
year’s spare parts? 

Colonel Kier. Yes, sir; to keep it operational. 

Mr. WicGLeswortH. The spare parts cost almost as much as the 
plane, do they not? 

Colonel Kier. Yes, sir. Something that a lot of people do not 
realize is that when you manufacture spares you cut down the pro- 


duction of aircraft, because the same jigs and tools and fixtures are 
used in making the aircraft spares. 


(Discussion ‘off the record.) 

Mr. WicGLeswortu. I see various training items. 

Colonel Kierx. Where do you see that, Mr. Wigglesworth? 
Mr. WicGLeswortn. Lines 18, 19, and 20. 


, is a plane and a 
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Colonel Kier. Yes, sir; that is right. The training equipment we 
put in the matériel program. 

This link trainer is a mechanical device that teaches the pilot how 
to fly from instruments. It teaches him more procedures than any- 
thing else. It is designed to teach him the technique of instrument 
flying. 

"The gunnery trainer is a trainer that teaches a man how to fly and 
how to use his guns and how to aim them and that sort of thing. It 
is a training device to eliminate the need for flying an airplane and 
using up ammunition. 

Mr. WicGLeswortH. Dropping down to the next page, you have 
ordnance equipment and supplies. 

Colonel Kuxrn. Yes, sir. 

Mr. WiaGLeswortn. I see you have tanks and combat vehicles, 
support vehicles, trucks, trailers. 

Colonel Kiern. That is the general category, tanks and combat 
vehicles. You will not find any tanks in there, but that is just the 
general category. 

Mr. WiaeieswortH. What is in there? 

Colonel Kier. Well, on line 26 is a bomb-servicing truck. 

Mr. Wigeieswortu. What is 25? 

Colonel Kien. Well that figure there, Mr. Wigglesworth, is the sum 
total of everything below that. 

Mr. Wica.eswortu. I see. 

Colonel Kier. It is just those next two. It is the total of 48 and 
133. F 

Now, on line item 5 there, on page 3, where it says “737” the pro- 
duction of this vehicle is to start in France in 1952, but the first 
priority is given to the ground forces—and only a small quantity 
will be available for.the French Air Force at the end of 1952. These 
are needed now. 

Mr. WicG.Leswortu. I do not think I have anything further, Mr. 
Chairman. 

Mr. Gary. We will recess now until 10 o’clock tomorrow morning. 

General, in order that we may proceed more rapidly tomorrow, 
I suggest that you make a general statement with reference to each 
country and then we will take up the details of the program for the 
country. 

Colonel Kixe1n. Pardon me, sir? Is that for the record or off the 
record? 

Mr. Gary. We want it for the record and off the record both. 
Put whatever you can on the record, and then give us any infor- 
mation that you can off the record. We will let you outline each 
country, and then we will come back and ask questions. 

Mr. O’Hara. Mr. Chairman, should we put on the record a similar 
statement for France? 

Mr. Gary. Yes, I think that would be well. 

Mr. O’Hara. All right. We will insert that at an appropriate 

place in today’s testimony. 
_ Mr. Gary. I think that would be well. Just give us all the 
information you can in a general statement, with the pertinent 
information first that can go on the record, and then anything you 
want to add off the record as to each country. 

Mr. O’Hara. Yes, sir. 
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Mr. Gary. General Olmsted, I stated yesterday that I was going 
to ask you to give us a résumé of each one of these countries, and | 
think it would be well to take them up in the same order that we did 
for the ECA part of the hearing. 

General Otmstep. May I offer for the record a summary of France 
to be inserted at the proper place? 

Mr. Gary. Yes. 

(The information was not furnished in time for printing.) 


PLANNING SCHEDULES 


General Otmstep. I would also like to offer for the record three 
schedules, subject to final clearance with Secretary Lovett. This 
matter was discussed in the Department of Defense this morning by 
me with Mr. Nash and Mr. Foster, and it was agreed that the matter 
might be submitted in this way if acceptable to the committee. 

As you know, we have been somewhat reluctant to put these break- 
downs in the record by countries and by services and by number of 
major category items because there is an element of military risk in 
using them. 

These schedules are for planning purposes only. They have not 
been modified, of course, to the final amount of appropriation. That 
modification will have to be undertaken when we have that figure 
available to us. They are subject to further modifications of price 
increases or decreases which we cannot now foresee, and they are 
subject to the changing strategic situation; it being understood 
throughout the whole history of our foreign-aid program that in the 
event the Secretary of Defense, or the Joint Chiefs of Staff feel that 
this equipment is essential to the defense of the United States it would 
be possible that no transfer would be made, or that the intended 
apportionment would be varied. 

So, understanding these are for planning purposes only, the three 
schedules cover the breakdown by countries and by services and the 
types of expenditure—materials, packing, handling and crating, and 
training being included in schedule 1. 

Schedule No. 2, by major categories of items, shows the division in 
number of items by countries. 

Schedule No. 3 shows the items by major categories and by coun- 
tries in terms of the dollar cost. 

General Outmsrep. I would like also to offer, not for the record, 
but for the information of the committee, the last report, August 1951, 
of the Department of Defense on the MDAP operations, which 
includes in great detail summary and analysis, charts and supporting 
statistical data, total items programed as well as total items delivered, 
obligations, shipments in terms of dollars and a very complete assort- 
ment of additional information. 


PRICING FORMULA USED 


Mr. WiaGieswortu. May I ask some general questions that I 
neglected to ask yesterday? 

In converting these end items into dollars, was some general price 
level applied, and if so, what was it? 
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Mr. O’Hara. There is a provision in the Mutual Defense Assistance 
Act, section 403, which establishes the pricing formula to be used. 

Basically, it sets three different prices: 

First, for excess equipment, that is, excess to the requirements of 
United States forces now and in event of mobilization, the price used 
for MDAP is the actual cost of repair and rehabilitation to make 
the item servicable. 

Second, as to items which are within the requirements for mobiliza- 
tion only and therefore do not require immediate replacement, the 
price used in computing MDAP costs is the original acquisition price 
or cost of such items. 

Third, for the items which are in United States current stock for 
operational reserve and which are therefore required to be replaced 
immediately, the cost charged to MDAP programs is the current pro- 
curement price of the item, or the estimated current replacement price 
of an equivalent item. 

Of course, for items to come to MDAP from new procurement the 
price is the current procurement cost. 

Mr. Wieeieswortn. In category 3, when you say ‘‘current prices”’ 
you mean as of what date? 

Mr. O’Hara. At the time the item is ordered for MDAP, the price 
of procurement for the item. Or, if it is taken from stock for MDAP 
and put in the process of repair and rehabilitation for MDAP, the 
procurement price of replacement on an estimated equivalent pro- 
curement price on that date. 

Mr. WiaciteswortH. These tables, I take it, were prepared in the 
first instance some months ago? 

Mr. O’Hara. That is correct, sir. 

Mr. WieGeieswortn. | am just wondering how you determine the 
current replacement price of a tank, we will say, which you determined 
in April or May last should be included in MDAP for this or that 
eountry. 

General Otmstep. When the program is ultimately finalized that 
will be the ultimate price that 1s used. That is one of the reasons 
why there may be some variation in quantities on a dollar division, 
as | mentioned when I introduced the schedules. 

Mr. Wiacteswortu. When were these programs finalized? 

Mr. O’Hara. Those are the prices that were used for the 1952 
budget, both for military department budgets and for MDAP. They 
represent the price as of the latest procurement information, on Decem- 
ber 31, 1950. 

Mr. Wiaeiteswortu. December 31, 1950? 

Mr. O’Hara. Yes, sir. There are a few prices that have gone 
down. 

Mr. Wiceieswortu. I am trying to get an idea of it generally. 
Were these December 31, 1950, prices; July 1, 1951, prices; or Sep- 
tember 1, 1951, prices; or what are they? 

Mr. O’Hara. They are approximately December 1950 prices. 
That was the program that was finalized for presentation. It cannot 
be exactly the program on which eventual supply action will be taken, 
sir. 
There have been two price effects since these programs have been 
drawn up.. There has been a slight rise in the prices of most of these 
items. There have been reductions in a few. 
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The two offsetting things that enter into that are that procurement 
was very limited on some types of these items prior to last fall and 
winter. In other cases the general price index rise has resulted in a 
higher level of prices. 

Mr. WicGLeswortH. You say that this was handled in the same 
way that prices were determined for material for delivery for our 
own purposes? 

Mr. O'Hara. Yes, sir. 

Mr. WiGcGLeswortn. Speaking from memory, I thought that there 
was a specific percentage increase with respect to our own pricing. 

Mr. O’Hara. There was, sir. The increase that the original 
budget submission made was on the basis of the prices as of June 1950. 
In the revision that was taken in the budget, both while it was in 
process through the Office of the Secretary of Defense and before the 
Bureau of the Budget, an additional price rise was predicated on 
those items which had not already been under procurement. That 
pricing basis for those items was allowed to rise to an indicated June 
1951 figure. That was largely, however, in the common items such 
as clothing, food, and subsistence items which are not involved on 
the whole in this MDAP military program. 

Mr. WieGGLeswortH. What does not apply to your program? 

Mr. O’Hara. The price indicators are quite different for heavy 
military equipment, from those that might apply to clothing, food, 
and similar items, which have a rather common ones of increase. 

Mr. WicGLeswortuH. The figures presented before us now represent 
for the most part the price level of December 1950? 

Mr. O’Hara. Yes, sir. Either the price level of procurement that 
had been entered into at the time, or the latest information on an 
estimate of that cost. 

Mr. WicG.ieswortH. Any variation in price level, L take it, would 
not apply to categories 1 and 2 which you have just given us, would it? 

Mr. O'Hara. No, sir. Well, there would be a variation, sir. Excuse 
me; I should correct that. 

As a matter of fact, the time at which the article was acquired might 
affect the price in category 2. If it were acquired, for example, in 
the late days of World War II it might have a higher price than if it 
were acquired at the beginning of that time, or it might be a lower 
price. There were variations there, depending on the extent of con- 
tinued procurement of those items. 

Mr. WiceLeswortu. Whether the price level goes up or down after 
December 1950, has no effect on the estimated price for goods in either 
the first or second classifications you gave us? 

Mr. O’Hara. That is correct, sir; except insofar as repair and 
rehabilitation cost, by reason of wage rises, might have gone up. 

Mr. WicGLeswortn. Off the record. 

(Discussion off the record.) 

Mr. WiccLeswortu. Do you know percentagewise how the pro- 
gram before us would fall in those classifications? 

Mr. O’Hara. Sir, off the record. 

(Discussion off the record.) 

Mr. O’Hara. In other words, sir, to go back on the record, we do 
not have exact information on it. Possibly 40 percent of the Army 
program might be provided from stock on the fiscal year 1952 pro- 
gram. A smaller percentage naturally would apply to both the Air 
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Force and the Navy, where a good deal of the requirements are in new 
items of specific models. 

Colonel Burcesss. In further amplification, sir, may I say that the 
program shows the items in the new procurement column as they were 
made up in January. We are now in the process of putting in a re- 
vision of these programs which will bring some of these items into the 
stock column; and future revisions will bring more into the stock 
column, as we can see our way clear to furnish them from stock rather 
than new procurement. 

Mr. WiaeLteswortu. All right, Mr. Chairman. 


Tue Untrep Kincpom 


Mr. Gary. We will now consider the proposed military aid for the 
United Kingdom. 
GENERAL STATEMENT 


General Otmstep. Mr. Chairman, with your permission I would like 
to make a general statement for the record, to be followed up by a 
specific statement which would indicate more specific details, figures, 
inspections and evaluations of progress to date, and so forth, which for 
perfectly understandable reasons should not be made a part of the 
record for public information, or at least some of it should not. 

The Mutual Security Assistance Program for the United Kingdom 
is based upon requirements for forces which are committed for NATO 
commands, and which will be in being in fiscal year 1952, or shortly 
thereafter. . 

The United Kingdom has shown consistent readiness and willing- 
ness to meet its NATO commitments promptly and to the limit of its 
power. Their training levels are very satisfactory, and—as France 
has done in Indochina—they have maintained substantial forces in 
communist-threatened Asian areas, particularly in Burma and 
Malaya, in addition to their forces for NATO missions. The British 
Navy is maintaining very high standards, and is next to that of the 
United States in power, although it is no longer near to parity with 
our naval forces. 

British active forees—Army, Navy, and Royal Air Force—were 
manned with 15.7 persons per thousand of population in June, second 
to France in that respect out of all the European NATO countries. 
Its military budget for our fiscal year 1952 is roughly estimated by us 
to reach $3,885,000,000 and is the largest military budget of any 
European NATO power. It is estimated that this amount would be 
9.6 percent of gross national product. 

By category, our estimate of this budget is (in millions of dollars): 
NN tii aii doe ba nnsnnn dle liveness swe $915 
Maintenance and operation 925 
Major matériel procurement ----.--.---------------- SE ak LE TEE 1, 300 


Military construction 395 
All other 


Manpower on active duty as of June this year in British armed 
forces is substantially greater than in 1938 prior to World War II. 
(Discussion off the record.) 


' Mr. Gary. What ages are the British conscripting at the present 
time? 
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General Otmstep. The period of compulsory service is 24 months, 
and they take them at age 18. 


Mr. Gary. What is the pay of the British soldier or conscriptee? 
Do you know? 
General Otmsrep. I am sorry; I do not know, sir. I know it is 


substantially under ours, but not as far under as some of the other 
European nations. 


Mr. Gary. Off the record. 

(Discussion off the record.) 

General O_sTEp. It is our estimate that the United Kingdom will 
meet its NATO commitments. 

Mr. WiaGLesworts. Are you speaking of 1952? 

General Otmstep. Throughout, sir. 

Mr. Gary. Do you think that might be affected by recent develop- 
ments in Great Britain? 

General Otmstep. We feel that the amount of committed forces, 
both unitwise and personnelwise, is such that they can and will be met. 

Mr. O’Hara. The pay of the British conscript is $16.80 to $21 
per month. Their private is $35.07 a month, as compared with our 
$82.50 Tame France is $18. The pay of the French conscript is $1.28 
a month. 

I have a table here from the Senate Foreign Relations Committee 
report, sir. 

Mr. Gary. All four of these tables appearing on pages 21 and 22 
of the Senate committee report contain very helpful information; 
and I suggest that they be included in our record at the appropriate 
place. I think it would be better to include them in the general state- 
ment, rather than at this point in the record. 


UNITED KINGDOM COMMITMENT 


General Outmstrep. It should be borne in mind that the United 
Kingdom’s NATO commitment is only a portion of the complete 
British defense effort. As of 1 June 1951, our observations of the 
progress that has been made include the following: 

There has been no substantial permanent increase in the strength 
of the active forces, but reorganization and modernization programs 
have made existing forces more effective. 

The general equipment situation is by far the best of the European 
countries. However, MDAP equipment deliveries have not been at 
a rate equal to the country’s ability to absorb and use the equipment. 
This is primarily due to the long production lead time for items being 
furnished under MDAP to Britain. 

A comment about the combat efficiency as we view it, I would like 
to have off the record, sir. 

(Discussion off the record.) 


General Otmstep. The training and training systems are adequate. 

The national morale is satisfactory. There is no doubt that. the 
United Kingdom will fight. 

Off the record. 


(Discussion off the record.) 
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ths, PRODUCTIVE CAPACITY 
ee? Mr. WiceLeswortH. You gave us an over-all estimate for the 
productive plant capacity of Europe, but you have no estimate in 
, is terms of excess productive capacity in the United Kingdom at the 
her present time? 
Colonel Burgess. No, sir; I do not. That is out of my field. 
General Oumsrep. That really is in the ECA field, Mr. Wiggles- 
worth. I think I recall that Mr. Bissell said that there was no ap- 
vill preciable unused industrial capacity in the United Kingdom at this 
time. 
Mr. Garwoop. That is in the record. 
Mr. WigcieswortH. What is that? 
\p- Mr. Garwoop. That is in the record, sir. 
Mr. WiceGLeswortuH. You have no estimate for that plant capacity? 
es That is what I had in mind. 
at, Mr. O’Hara. The ECA has some estimates of the plant capacity. 
21 Mr. WicGLeswortH. You have none? 
ur Mr. O’Hara. We can get them from ECA. 
28 Mr. WieeLeswortH. Have you them, or have you not? 
Mr. O’Hara. We have them, which we got from ECA, sir. 
ee Mr. Wiee.eswortn. Is there any objection to stating what the 
excess plant capacity is? 
9 Ry O’Hara. I do not have them with me here, sir, but I will get 
‘ them. 
ah Mr. Wiecieswortu. Is there any objection to furnishing that 
"g figure dollarwise or percentagewise or in some other way for the record? 
Mr. O’Hara. I do not know that there is any objection to providing 
it for the record, sir; but I will get the information for the committee 
or provide it for the record. 
Mr. WicGLeswortu. I would like to have it in the record if there 
d is no objection; and, if not, I would like to know what it is. 
6 Mr. O’Hara. All right, sir. 
e (The information is as follows:) 
Production facilities, available materials and manpower in the United Kingdom 
h are now being fully utilized. Military production, in addition to providing 
3 military matériel—principally interceptor and light bomber aircraft—for a num- 
ber of the European NATO countries, is producing all types of military equipment 
for British Commonwealth forces in the Dominions and oversea territories. 
n 





Mr. WiaGLeswortu. Off the record. 
(Discussion off the record.) 








Army PROGRAM 






Mr. WieGLeswortnu. The secret document you have shown me 
shows the complete analysis MDAP program for the Army of the 
United Kingdom for fiscal 1952, giving the total quantities and the 
over-all cost and the unit cost in respect to major items. 

Colonel Burcess. Yes, sir. It includes all items, except spare 
parts, specifically by item. 

This is not a large equipment program for the United Kingdom. 
As pointed out, the United Kingdom armed forces are in better shape 
in respect to equipment than most NATO countries. 

Mr. Wiaeieswortu. Do you have a copy there? Is that a dupli- 
cate you have? 
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Colonel Burcess. Yes, sir. I was going to give this to Mr. Gary. 
Do you wish another copy, sir? 

Mr. Wieciteswortu. No. I want to inquire about some of the 
items off the record. 

Colonel Burcgss. Yes, sir. 

(Discussion off the record.) 





TRUCKS 


Mr. WieGiesworts. I note from what has been told us off the 
record that one of the largest items in terms of dollars contemplated 
for delivery to the United Kingdom is the item of trucks. Taking 
the number of trucks which the United Kingdom is supposed to have 
on hand into consideration and adding those which you tell us you are 
providing under this program gives a total which would appear to 
be out of all reason to the number under arms in the British Army. 

Colonel Burcess. Did your figure include colonial troops? There 


are quite a number of colonial troops, of course, in the British Army, 
which use trucks. 


General Otmstep. Yes. 

Colonel Burness. The British Army is in many locations; so that 
you would need more trucks than if they were all in the United 
Kingdom, for one thing. 

General Otmstep. | think the best answer we could give to Mr. 
Wigglesworth’s observation would be that the number of trucks we 
are programing for Britain is only 5 percent of her inventory. We 
know, as a matter of fact, that most of her inventory is either World 
War II or pre-World-War-II equipment; and, even should there be 
nothing more than a replacement factor involved, I would say that 
that number of trucks recommended by our MAAG might be a per- 
fectly reasonable number. 


Colonel Burcess. The trucks on hand are not of the type we are 
furnishing. 


Mr. WicGLeswortsx. That assumes that the United Kingdom is not 
in a position to produce its own replacement? 

General Otmstep. We can assemble the figures on her own mili- 
tary-vehicle production from our work sheets; can we not? 

Colonel BurGgss. Yes, sir; I think we can. Ido not have that here. 
They are producing essentially 4-ton truck requirements, %-ton truck 
requirements, 1'-ton truck requirements, and 2%-ton, with the excep- 
tion of the number that we have on this program. This is the first 
time the United Kingdom has come in for trucks. They did not ask 
for any trucks in 1951. 

Mr. Gary. Are there no trucks on the list under the 24-ton cate- 
gory? 
Colonel Burcegss. No, sir. 


Navy ProGrRaM 


Me. Wicciesworts. Is there no contribution in terms of the Navy 
in the United Kingdom picture? 

Captain AscHERFELD. No contribution of the United Kingdom 
Navy, Sir? 

Mr. Wicciesworts. In terms of the Navy; yes. I see no ships. 
Are you providing other material? 
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ary. Captain AscHERFELD. Yes, sir; but no ships except lend-lease ves- 
I sels, at no cost to the appropriation. 
me 6 Mr. WiaeL_eswortH. How many lend-lease ships? 
Captain AscHerFELD. Only one major vessel, sir, one destroyer 
> escort, which has been damaged. 
4 Mr. Wieciteswortn. Is there anything else being provided? 
‘ Captain AscHERFELD. Yes, sir. Shall I proceed with my state- 
4 ment? 
the I Mr. Gary. Yes. 
ted ‘ Captain AscnerFELD. I hand to members of the committee a copy 
ing 4 of the refined tentative fiscal-year-1952 material program for the 
ive > United Kingdom. It will be noted that there are six pages with 
are : roughly 25 lines to the page. This comment is made to indicate the 
4 q general detail of the extent of the program. 
3 3 It is noted that the first page is completely lend-lease equipment 
re 5 which is already in the possession of the United Kingdom. It consists 
Ly q of the destroyer escort already mentioned and some very small craft, 
; 3 in total number nine. None of these craft entail any requirement for 
3 appropriated funds. 
at ‘ The remainder of the program consists of vessel equipment such as 
ad 4 electronics, ordnance, and some aircraft and aircraft equipment and 
q supplies. 
ir. q It is emphasized that this whole program is up to date. It does not 
ve q embrace all the deficiencies which we have on file for the British Navy. 
Te 4 I think that is all on the record on this program. The rest is off the 
ld q record. 
a q (Statement off the record.) ee 
at Captain AscHERFELD. The British Navy has a considerable building 
1 4 program. 
q (Statement off the record.) 
"e 4 
4 AIRPLANES 
rt 4 Mr. Wiae._eswortu. You have indicated among other things a 
: 3 certain number of airplanes approved in this program. Are we to 
is undenwtand that the UK is not in a position to produce any of these 
items! 
M Captain AscHERFELD. Not of this type plane. They are producing 
‘ other types of airplanes, though. I have no information on the 
7 program, but I think we all know that it is a considerable construction 
: program for aircraft. These are specialized types for use aboard 





aircraft carriers, sir. 

Mr. Gary. They are manufacturing Mercurys, are they not? 
That is a British plane. 

Captain AscHERFELD. Meteors, sir. 

Mr. Wiae_esworth. I have no further questions. 

General Oumstep. Do you want to take up the Air Force program 
now’ 
Mr. Gary. Yes. 
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Arr Force PRoGRAM 


Colonel Kier. Gentlemen, I have very little to add to-what 
General Olmsted gave you as a general statement on the record, 
except to say that in the case of the Air Force program in the United 
Kingdom, that the basis for our program is a little different from the 
rest of the NATO countries in that the UK is one of the principal 
NATO countries manufacturing aircraft. Consequently you would 
expect to find our Air Force program a rather modest one and, indeed, 
it 1s. 

A substantial portion of the UK’s productive capacity is devoted 
to aircraft production. We would like to see more of it devoted to 
aircraft production but whether or not that is possible is questionable. 

I would like to submit to the members of the committee the pro- 
posed fiscal year 1952 Air Force MDAP program for the UK. And 
at this point I will have to go off the record. 

(Statement off the record.) 3 


NECESSITY FOR AIRPLANE PROGRAM 


Mr. Wiacetesworte. Why do the airplanes which you have 
referred to off the record have to be furnished by this country? 

Colonel Kix1x. Why do they have to be provided? 

Mr. WiaeLteswortH. Why does America have to produce any 
airplanes for Great Britain? 

Colonel Kiern. That is because, as I said initially, the only aircraft 
we are providing them are aircraft for which they have no production 
facilities now and for which their need is so limited that it would not 
pay them to tool up and utilize facilities they do have for their manu- 
facture. These are very few in number, as you will note. It would 
cost a disproportionate amount for them to tool up and manufacture 
these aircraft when we have them coming off the production line right 
now. You will find that true in many other countries as well. 

Eventually, it would certainly be advisable and very appropriate if 
we could set up all the countries over there to manufacture all of the 
aircraft that they need. But to get the aircraft over there that we 
need now and get them there in time to be of any use to them, we 
will have to manufacture at least a portion here. There just is not 
time, nor are there tools or critical materials available to set European 
plants up into production on many types of aircraft. 

(Statement off the record.) 

Mr. WiaGLeswortu. General, I wish you would give the truck item 
some consideration and see if there is any real reason why that cannot 
be substantially reduced or eliminated. 

General Outstep. Very good, sir. : 

Mr. Wiae.eswortu. And supply a statement on that when you 
revise your remarks. I have nothing further, Mr. Chairman. 

Mr. Gary. That concludes the UK and we will take up the next 
country, Italy, after recess. 
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THURSDAY, SEPTEMBER 27, 1951. 


ITALY 


Mr. Gary. The committee will come to order. We will now con- 
sider the military-aid program for Italy. 

General Otmstep. Mr. Chairman and Mr. Wigglesworth, the 
Mutual Assistance Program for Italy for the fiscal year 1952 is de- 
signed to provide for equipment, maintenance, and training deficiencies 
for the forces which have been committed to NATO Military Com- 
mand. 

The forces in Italy are limited, both in nature and in numbers, by 
treaty restrictions imposed by the Allies at the end of World War 
II. Their limitations have affected both the nature and size of our 
programs for Italy, and Italy’s own programs for military support 
to NATO commands. 

The nature of these restrictions is apparent in the ratio of Italy’s 
active military manpower to population—6.3 per 1,000 as of June 1. 
Furthermore, this ratio was based upon recruitment to the full extent 
allowed by the treaty. 

The Italian military budget is also proportionately low 
percent of gross national product. 

As we are all aware, discussions are currently underway between 
Britain, France, and ourselves looking to the possibility of remedying 
that condition of the limitation of rearmament for which we, our- 
selves, in effect, with France, Great Britain, and others, of course, are 
more responsible than Italy. 

Italy is fully behind the NATO effort. The military leaders are 
greatly concerned about the restrictions placed on her by the peace 
treaty. However, she is making satisfactory progress toward de- 
veloping a reasonably sound military organization within these 
limitations. 

Planned military budgets are disappointing. Nevertheless, it is 
considered that Italy will maintain forces of fair quality at skeleton- 
ized strength and that in the event of war by 1954, or later, she will 
be able to mobilize forces equal to, or maybe beyond, her commit- 
ments, and will be able to carry out her assigned task under the 
medium-term defense plan. 

There was a small but, considering the limits of the peace treaty, 
satisfactory increase in unit strength in the armed forces during the 
period ending June 1, 1951. Personnel strength approproximately 
reaches treaty limitations. 

With the exception of the Italian Air Force, the equipment status 
of Italy is progressing at a rate that the country can absorb and use. 
Deliveries to the Italian Air Force have equaled its ability to use the 
equipment.. However, the aircraft delivered to date has been World 
War II types subject to later replacement. 

(Discussion off the record.) 

Mr. Gary. Supporting establishments are weak and antiquated 
and in urgent need of revamping. The national service period of 15 
months for the Army does not meet the minimum requirements estab- 
lished by NATO. 

However, there I might add that, while Italy has been limited in the 
total size of her armed forces, we are not actually objecting to the 
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more rapid turn-over because it does provide us a larger body of trained 
reserves. 

Training in all services is considerably below acceptable standards 
because of a shortage of able instructors and NCO’s, a dearth of train- 
ing areas and insufficient allowances of gasoline, oil, and ammunition. 

(Discussion off the record.) 

Mr. Gary. From personal observation, I had the opportunity in 
July of spending sometime in the field with these forces that were 
equipped with our American-type equipment, both armored and 
service-type troops, engineers, and I think by our standards they 
would be rated good. Our mission people, who are responsible for 
training and supervision, who were living with them in the field daily, 
were very complimentary about them in the matter of their care and 
maintenance of our equipment. 

Our congressional party which recently visited Europe had the 
privilege of watching the Italian troops maneuver in northern Italy. 
They put on a very effective demonstration for us. Their maneuvers 
were staged on a river. They showed some of their engineering work 
by spanning the river with pontoon bridges, and they used tanks and 
artillery barrages. The demonstration was the most complete that 
we saw during the entire time that we were over there. 

From a technical standpoint, I am not in a position to judge their 
efficiency, but certainly from a layman’s point of view they seemed 
to be handling our equipment very efficiently. 


MANPOWER AND PRODUCTION 


Mr. WiccLeswortH. Have you any comparable figures, either for 
manpower per 1,000 or for production, in terms of gross national 
product prior to World War II—1938, for example? 

General Oumsrep. Italy’s active strength in 1938, military, was 
$50,000 as against a total for June 1, 1951, of 296,000. 

Mr. WicG.LeswortH. Those are over-all figures? 

General O_mstrep. Yes. 

Mr. WicciesworrH. That comparison is largely if not 
explained by the present,.treaty limitations? 

General O_mstep. Yes; I think that is correct. 

Mr. WiccieswortH. Do you have anything on comparative pro- 
duction? : 

Mr. O’Hara. The Italian gross national product in 1938 was 
$13,285,000,000. Their defense expenditures were $794,000,000, 
which amounted to 6 percent of their gross national product. 

Mr. WicGLeswortu. So that the effort in those terms today is 
slightly more than it was in 1938, percentagewise? 

Mr. O’Hara. Our estimate of what they will do next year is slightl 
more, although it may be reduced by the lower level of economic aid. 

Mr. Wiaccieswortna. We know, of course, there is large unem- 
ployment and in that sense excess manpower. Is there any excess 
plant capacity at this time? 

General O_mstep. Yes. 

Mr. Wiceieswortn. Do you have a figure for that, or can you 
furnish one for the record? 

General Otmstep. We will get you an estimate on that, sir. 

(The following was submitted later:) 
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While it is impossible to determine at this time the exact amount of production 
of which they are capable, plants and facilities in Italy are in existence and there 
are sufficiently large groups of technical, skilled, and unskilled workers to produce 
military motor vehicles in substantial quantities. At present there are two 
deterrents to utilization of these facilities: (1) an almost complete lack of ability 
within Europe to finance the production, and (2) a lack of production facilities 
for certain of the critical components of motor vehicles, particulary multi-wheel- 
‘drive transmissions. Shortages of tools for such production at present are a 
limiting factor in military-vehicle production in the United States, and in every 
other country there is almost total lack of such tooling. 

The United States country mission in Italy and our representation on the 
Defense Production Board of the North Atlantic Treaty Organization are now 
engaged in studying possibilities for off-shore procurement of various military end 


items which Italy may produce. 

General Otmsrep. Probably in terms of the total potential unused 
capacity the prospect is better there than in any of the NATO coun- 
tries. There may be limiting factors, however. 

Mr. WicGLeswortu. The best prospects for expansion? 

General Oumstep. Yes. I might add, if I may, from the stand- 
point of skills in the armament industry and in the aircraft industry 
they rate very high. Also, for the automotive industry. 


Army PROGRAM 


If you would like, we will present the country program for Italy. 

Colonel Burcesss. In the case of Italy the truck picture is unusually 
good. There are two types of trucks shown here and one type of 
trailer that is required by them to meet. existing deficiencies. Al- 
though our reports do not indicate they have too many on hand, they 


are either producing them or getting them from other sources, so it 
will not be a drain on us. 

Mr. WiaGLesworrn. Can Italy produce its own trucks? 

Colonel Burexss. I do not know to what extent, sir. However, 
they have made no demand upon us. Those are the only demands 
that they have made on us. 

Mr. WicGiesworrn. Either on or off the record what do your 
figures show for the trucks on hand? 

Colonel Buraess. Off the record. 

(Discussion off the record.) 

Colonel Burcess. The truck picture is one of the best pictures 
that we have. Italy’s program is not particularly a large one. It is 
pretty much in hard-type items. 

General Otmstrep. We might put this comment on the record about 
the ammunition, which is a large item. We are, and have been, 
exploring the possibility of putting Italy into self-production for her 
ammunition requirements, even to the extent, where necessary, of 
initiating pump-priming orders to get her facilities under way. We 
find in Italy several very impressive ammunition facilities. 

Also, Italy has been getting herself set up to go into production of 
our M-Lrifle. If that program succeeds, it will make her self-sufficient 
on her small arms requirements and probably give us a surplus for 
use in some neighboring countries. 

Colonel Burcgss. Off the record. 

(Discussion off the record.) 

Mr. WiaGieswortn. Every item you show in this program is an 
item which Italy is not in position to produce for herself? 

Colonel Burgess. At this time; yes. 
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TRANSPORTATION 


Mr. WiccLeswortu. I note a rather large item in most of these 
programs for transportation, particularly ocean transportation. Is 
what you have already stated as to the price level used applied to that 
item as well as the production items? 

Colonel Burgess. Yes. We are getting the country more and more 
into transporting their own supplies. 

Mr. WicGLtesworth. As of what date were the costs of ocean trans- 
portation determined? 

Colonel Burcess. These costs were determined, as the date of the 
program indicates, in January. 

Mr. Wieciteswortn. As of the cost applicable at the end of 
December? 

Colonel Burcess. Yes; and the costs are worked out on a per- 
centage factor. 

Mr. O'Hara. I might add one thing there on transportation. 

The law requires that 50 percent of MDAP shipments go on Ameri- 
can-flag commercial vessels. Ammunition shipments cannot be made 
in commercial vessels, normally; they will not accept ammunition 
shipments. So in practice we are required to use United States Govern- 
ment transports largely for the shipment of ammunition. 

Mr. Gary. I did not quite understand. 

Mr. O'Hara. United States commercial flag vessels, under the 
Mutual Defense Assistance Act, must carry at least half of the mate- 
rial under the Mutual Defense Assistance Program. In fact, that 
means that United States vessels (Government-owned and commer- 
cial) must carry more than half because ammunition has to be trans- 
ported normally by a United States Government transport, since com- 
mercial vessels will not ordinarily accept shipments of ammunition 
since cargoes of explosives cause their insurance rates to go up. It has 
to be shipped by United States Government transports. 

Mr. Gary. As a matter of fact, they are now carrying about 79 
percent. 

Mr. O’Hara. Yes. In some countries, United States vessels are 
carrying the whole cargo. There are no other available vessels. 
Turkey has no vessels, to speak of, of its own. 

Mr. Gary. This item of transportation covers the transportation 
charges regardless of whether they are carried in United States or other 
vessels? 

Mr. O’Hara. No. That carries the proportion that is expected to 
be carried in United States vessels. 

Colonel Burcexss. The foreign countries pay their own expenses on 
their own ships. 

Mr. O’Hara. We do not pay for the cost of transporting in foreign 
vessels, except that in some cases we have done it in connection with 
the Greek program, where the Greek Government did not have the 
dollars to cover the cost of shipping. 


Navy ProGram 


Mr. Gary. Captain Ascherfeld. 
Captain AscHERFELD. I hand each gentleman of the committee a 
copy of the tentative, Italy 1952, navy material program. 
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It is in the same format as those previous demonstrated, giving the 
source of supply, the number of each item to be supplied, and the items 
broken down in fairly good detail. 

It will be noted that there are 7 pages in the program with approxi- 
mately 25 lines to a page, which will indicate the extent to which the 
programs have gone into detail. 

On page 1, line 3, is shown the type of vessel. The total cost of this 
type will be noted in line 8. 

_ Another type of ships appears on line 14, and it will be noted that 
the total cost appears on line 21. 

The third and last type appears on line 22 of page 1, and the total 
cost is shown for this type on page 2, line 3. 

As in the case of the other two programs demonstrated, the indi- 
vidual ship costs are broken down into components. Do you wish 
for me to repeat those, sir? 

Mr. WicGLteswortu. No. 

Captain AscHERFELD. It will be noted that all ships in the program 
are shown as being supplied from new procurement. There are two 
aircraft items, the first of which will be seen on page 3, line 21. The 
total cost is given in line 3, page 4. 

A second type is shown on line 4. 

Mr. WiaGLeswortu. Page 4, line 3? 

Captain AscHERFELD. Line 3 gave the total for the first type of 
aircraft. Line 4 is the first line which deals with the second type of 
aircraft, the total cost of which is shown on line 9 of the same page. 

Mr. Wigglesworth was interested in the item in the French program 
similar to the one on page 5, line 2. I have confirmed the information 
I gave you yesterday, sir, on that item. 

Off the record. 

(Discussion off the record.) 

Captain AscHmRFELD. As in the case of the other programs, many 
different agencies have had a hand in making up this program and in 
checking the need of Italy for the items. It is believed that this 
program covers the Italian requirements for the fiscal year 1952 and 

that all items are within the capacity of the Italian Navy to absorb. 


ITALIAN SHIP CONSTRUCTION 


Mr. WiaGcieswortu. Is Italy doing any military ship construction? 
Captain AscHERFELD. Yes, sir; they are engaged in a small program. 
Mr. WiaGLeswortu. These ships you are asking for are ships that 
they cannot produce? 

Captain AscHERFELD. Yes, sir; they cannot produce them more 
because of budgetary reasons than their inability to construct. 

Mr. Wicecieswortn. This is a case, then, where as a matter of 
policy it might be decided to build some of these ships in Italian 
facilities? 

Captain AscHERFELD. It would be possible, sir. 

Mr. WicGLeswortu. It would be possible, yes. 

Captain AscHrerFELp. The situation is under study now. Today, 
actually. 
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SHIPBUILDING IN TRIESTE 


Mr. Gary. What about the Trieste shipyards? What are they 
doing now? 

Captain AscHerreLtp. Mr. Gary, the situation with regard to 
shipbuilding in Trieste is rather complicated. As you know, it is very 
close to the iron curtain. That is one condition which exists that has 
to be taken into consideration. It might be more quickly overrun 
than another location. 

I cannot give you a specific answer to that, sir. 

General Otmstep. I might help a little there. I was there in July; 
and you were there about the same time, or shortly before, I think. 

The Trieste shipyards are fairly busy now on the new construction 
of the commercial type of freighters for the civilian use. They are 
convertible, if and when it seems desirable to do it. They are in the 
production of fairly good-sized vessels. 

Mr. Gary. They are not producing any war vessels now? 

General Oimstep. Not right now. The American Military Gov- 
ernment people there were very anxious for us to put some naval 
construction business in there, and prepared quite a study for us, 
which came in here just a short time ago. I know it is being con- 
sidered by the various procurement agencies. 

As Captain Ascherfeld said, the security angle concerns us a little 
bit; more right now than perhaps a few months from now, when we 
have a little better feel of our position vis-é-vis the Yugoslavs, which 
would make quite a material difference in the degree of exposure of 
that Trieste facility. 

Captain AscHERFELD. Do you want that off the record, sir? 

General Otmsrep. I do not know; I think it is sort of self-evident. 

Mr. Gary. Trieste is still a free city? 

General Otmstep. That is right, sir. 

Mr. Gary. But the United Nations has not been able to agree on 4 
governor for Trieste as provided in the peace treaty? 

General Otmstep. That is right. It is an area, as you probably 
know, divided into two zones; one administered by the Yugoslavs, 
zone B; and the other one administered by the British and Americans, 
zone A. 

Mr. Gary. And the Italians? 

General Otmstep. I do not believe the Italians participate in that, 
sir. I think it is a British and American administration. 

Mr. Martin. If I may say so, sir, I believe there is very close co- 
operation in the arrangements by which the Italian funds are used, 
and they are hoping to have that area merged, but the official power 
is with the Americans and British. They are trying to work as closely 
as they can with the Italians. 

If I may say so, I think there is another problem with respect to 
shipbuilding in Trieste. Of course, the Italian Peace Treaty applies 
to Trieste, and you have the same limitations that you would have in 
Italy with respect to certain types of vessels. Secondly, you do have 
the problem that Mr. Bissell mentioned in connection with Italy and 
the other countries, namely, that there are idle facilities in Italy which 
are not being utilized because of the lack of Italian financial resources. 
So long as they exist there will be some preference to the placing of 
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orders on their own shipyards, as opposed to those in the Trieste 
area. 




















y 4 Mr. Gary. I was not in Trieste on my last visit. I was there in 
4 1947. 
“ q Arr Force Program 
is 3 Colonel Kiern. Mr. Chairman and members of the committee, 
n 4 General Olmsted has already given you the information on the 
; record concerning the peace treaty limitations. I might add that 
q the limitations of the peace treaty have had a very serious effect on 
5 ; the Italian Air Force. It is no secret that its combat effectiveness 
4 is very restricted and very low. 
n 7 We have been able in the past MDA programs to give them aircraft 
e 4 which would enable them to keep as well trained as possible, with the 
e latest type equipment that we could provide them, which was the 
4 best aircraft that we had in World War II. 
. As you know, the Air Force has been limited to 25,000 personnel. 
2 They have been limited to 200 fighter aircraft, and an additional 150 
] q transport and training aircraft. They are permitted to have no 
, 4 bombers. 
P Off the record. 
E (Discussion off the record.) 
4 Colonel Kurrn. I would like to present the copies of the fiscal year 
, 4 1952 Italian MDA program to the members of the committee at this 
q time. 
f I will go off the record now. 





(Discussion off the record.) 

Mr. WiceLeswortH. Does what you have just said apply to the 
whole program which appears on this list before us? 

Colonel KuEe1n. Does it apply to the whole program? 

Mr. WiaGLeswortu. Yes. What portion of that, if any, can be 
delivered to Italy under the absence of treaty modification? 

Colonel Kirin. Well, I would say, Mr. Wigglesworth, that I cannot 
answer that offhand, as to how much of that would be available. 

Wait a minute; maybe I can. There would be, I would say, about 
two-thirds of the aircraft we would have to hold up shipment on. 

Mr. Wiecieswortu. The balance could be delivered? 

Colonel Kiet. Yes, sir. 

Mr. WieeLeswortuH. What is the story on the Navy and Army 
sections of the program? Are they also dependent on the treaty 
modification? 

General Otmsrep. I am quite sure, Mr. Wigglesworth, that the 
Army program is independent of the treaty modifications. It is 
within the presently permitted ceiling. 

Colonel Burcrss. Yes. The ceiling on tanks is 200. With the 
obsolescence of tanks on hand we are within that ceiling. 

Mr. WieGieswortH. What about the Navy, Captain? 
Captain AscHERFELD. I am sorry, sir. I was not paying attention. 


















TREATY LIMITATION ON CONSTRUCTION OF SHIPS 









Mr. WicGieswortuH. How much of the program contemplated by 
the Navy can be made available to Italy in the absence of treaty 
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modification? In other words, is your whole program within the 
authorized ceiling? 

Captain AscHERFELD. The actual ships, I believe, can be delivered 
within the program, within the treaty limitations. 

General Steamed Would you verify that? 

Captain AscHERFELD. I will verify that. 

?. WicGLeswortnH. Put an accurate answer in the record, if you 
will. 

Captain AscHERFELD. All right. 

(The following relevant testimony was heard by the committee on 
Friday, September 28:) 

Captain AscHERFELD. I wonder if the committee would like to 
hear my answer to the question asked by Mr. Wigglesworth yesterday 
in regard to the ships in the Italian program, as to whether they could 
be furnished under the treaty. 

There were three types of ships. The answer is that the larger types 
could not be furnished until the treaty limitations are lifted, but that 
the smallest type—and I have given you off the record the three 
types—may be furnished. It is not considered a combatant type. 

Mr. WiecLesworts. What is the amount in here for those larger 
ships? 

Captain AscuEerFeLp. Off the record. 

(Discussion off the record.) 

Mr. Gary. Would you withhold the orders on these ships until the 
treaty question has been determined? 

Captain AscHERFELD. No; we would contract with them for the 
construction of these ships because these two types particularly 
needed in the NATO defense, and because we expect the treaty 
limitations may be lifted very soon. 

It should be noted there is considerable lead time involved in the 
construction of each type. 

Mr. Gary. In the event they should be completed before the treaty 
restrictions are lifted, would you have other places to put these ships? 

Captain ASsCHERFELD. I assume we would be able to place them 
perhaps under a requirement under a later fiscal year. I do not think 
that 1 made that very clear, but if the Italians could not take them, 
which is a very outside chance, they could be assigned to other 
countries. 

Mr. Gary. Would you have use for them in other countries? That 
is what I am asking. 

Captain AscHERFELD. Yes. The deficiency is very great. 

Mr. Gary. That particular type of vessel is in short supply? 

Captain AScHERFELD. Yes. 


THURSDAY, SEPTEMBER 27, 1951. 


POSSIBILITY OF TREATY MODIFICATION 


Mr. WicGLeswortu. Either on or off the record, Mr. Martin, 
what can you say at this time about the chances of modifying the 
treaty to the extent necessary to absorb this whole program? 

Mr. Martin. Well, I feel confident, Mr. Wigglesworth, that the 
treaty will be modified in accordance with the procedure initiated in 
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the announcement yesterday, so far as we are concerned, to permit 
this program to go ahead. 

Mr. WiceLeswortn. That is, if the pending suggestions are put 
into effect it would permit the complete use of this program suggested 
for Italy? 

Mr. Martin. Yes. 

Mr. WiGGLeswortu. Speaking for the State Department, you are 
confident or reasonably confident that that is going to take place in 
the near future? 

Mr. Martin. Yes, sir. 

Colonel Kiern. Mr. Wigglesworth, may I add something right 
there? This must be off the record. 

(Discussion off the record.) 

Mr. Gary. There is no military aid for Germany and Austria; so 
the next will be Greece. 

NETHERLANDS 


General Otmstep. Would it be all right if we took the Nether- 
lands next? 

Mr. Gary. Certainly. 

General Oumstep. The military assistance program for the Nether- 
lands is to cover part of the deficiencies in equipment for army units 
which are committed to NATO commands during 1952, and to provide 
equipment for NATO tactical air-force units and naval vessels which 
are committed over a longer period, because of the longer lead time 
needed in procuring aircraft and naval vessels. Canada is also pro- 
viding some equipment for army units of the Netherlands NATO 
forees. 

Netherlands morale has been building up notably, and they are 
pretty well up to schedule on the manning and training of forees cur- 
rently phased for NATO collective defense. Their manpower on 
active duty within Europe—9.7 per thousand of population—is above 
prewar figures for all armed forces, which included troops and naval 
units in what is now Indonesia. Their units in Korea, as have the 
British, French, and those of many other nations, have performed 
with gallantry and distinction. 

The Netherlands military budget for our fiscal year 1951 was $280 
million. It was estimated, on the basis of the economic-aid program 
originally presented by the President, that this amount could be 
_increased to $525 million in 1952. The distribution by category of 

this estimated budget was— 
Military personnel costs_____________- rire mans __._. $92, 000, 000 
Maintenance and operation... ___.________- sour cst c lL Joe 88, 008; 800 
Major matériel procurement. _____- -_ - Vins Maa? _. 257, 000, 000 
Military construction - pads 7h et rt Perk) Seis ay's _. 68, 000, 000 
Ail other Piao tte etree Igo. uCbeC su Ledley OSB 000 

This estimate, on the basis of revised economic-aid programs 
reflecting the reduction in authorizations for this purpose, bas now 
been tentatively reduced to $400 million. 

We have not tried to spread the breakdown on it. We have no 
basis upon which to do that. 

Continuing on the record, it has been said the Netherlands have been 
slow to accept their full share of responsibility. There have been 
recent indications, however, of a favorable turn which has been re- 
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flected in an increased military budget. It is considered that the 
Netherlands will meet commitments, but it could and should support 
greater forces than these commitments now represent. 

The army strength of June 1, 1951, represents the equivalent of 
two regimental combat teams, which is two-thirds of a division. 

The equipment status of the Netherlands is not increasing at a rate 
equal to the country’s ability to absorb and utilize it. 

This is primarily due to the long production lead time for the items 
being furnished under MDAP. 

I will give you our estimate of their combat efficiency off the record. 

(Discussion off the record.) 

General Otmstep. The supply establishments are inadequate. 

The national service period of 12 months is below the stand- 
ard of 18 months established by NATO. 

Training systems and establishments are adequate. The morale of 
the armed forces is steadily improving. 

The morale of the people has been dormant but is gradually awaken- 
ing to the urgency of the situation. It is expected the Netherlands 
will fight in the event of war. 
(Discussion off the record.) 


PLANT CAPACITY 


Mr. WicGieswortu. Is there any excess plant capacity in the 
Netherlands? 
General Otmstep. We know of none except in the electronics field. 
Mr. WicGLeswortu. Will you put a statement in the record on that 
when you revise your remarks? 
General O_mstep. Yes. 
(The requested statement follows: ) 


There exists limited capacity for shipbuilding of small naval vessels. Some of 
that capacity may be utilized for construction both for Netherlands and other 
NATO countries. Discussions are underway for some offshore procurement by 
the United States of 1952 programed matériel in the Netherlands. 

Planned Netherlands production of electronic items by 1954 presently does not 
exceed $4,000,000. Netherlands requirements for electronic items to meet the 
NATO program are estimated at approximately $35,000,000 by 1954. It is 
estimated that there is a capacity in the Netherlands to produce by 1954 $130,- 
000,000 worth of this type of equipment. The above figures are based upon a 
recent DPB survey of armament production in continental European NATO 
countries, 

Obvious!y the Netherlands could procure all their requirements of these items 
from their own production provided (a) their budget was increased by this amount 
or (6) an equivalent dollar amount of other military expenditures could be elimi- 
nated. Offshore procurement is being studied as a method of utilizing this pro- 
duction capacity. Simultaneously, continuing pressure is being exerted to 
accomplish the budgetary increase. If the latter efforts succeed, the items pro- 
cured by us will be applied to fill deficiencies in other country programs. 

The costs involved in tooling and setting up new production lines for the elec- 
tronic types which are not now manufactured by the Netherlands would not 
according to present estimates provide a reduction in cost from United States 
prices. 


General Otmstep. We are exploring the possibility now of placing 
electronic contracts with the Netherlands facilities. 

Mr. Gary. They are doing some shipbuilding. 

General Otmstep. Yes. 

Mr. Gary. I was in Rotterdam in June. They had one or two 
naval vessels under construction. The commercial ship-building pro- 
gram seemed to be very active. They also had a gun factory which 
we went through. They were making some large guns. 
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Army ProGrRAM 









Colonel Burcess. I will present the 1952 army Netherlands 


Prtie Pi : , , , 
he Phillips Co. is capable of producing electronic equipment such 
as fire-control devices, proximity fuzes, radio equipment. 

The Netherlands’ only munitions factory was restored to produc- 
tion in March of 1950. During the war this plant had been dis- 
mantled. The plant produces small-arms ammunition, and a start 
has been made on the production of rifle barrels for the Garand semi- 
automatic rifle, and 20-millimeter and 40-millimeter antiaircraft 
ammunition. 

The Hispano-Suiza Co. is building a plant to make 20-millimeter 
and perhaps larger guns and ammunition. 

A moderate capacity exists for the production of automotive 
equipment for military purposes. 

(Discussion off the record.) 

Equipmentwise they are in poor shape as well as being in poor shape 
manpowerwise. Efforts are being made to bring them up, and ship- 
ments of our program will materially aid them. 

(Discussion off the record.) 

You will notice there are quite a number of items under each 
category, including blank airplanes. 

Some of the engineering equipment and supplies are shown on page 
13. 

As in all programs, the ordnance is the major provider, and it can 
be said that generally the ordnance program is 85 percent of the total 
program. 

(Discussion off the record.) 





























POSSIBILITY OF GREATER PRODUCTION IN THE NETHERLANDS 


Mr. Wieciteswortu. Why is it the Netherlands cannot do more 
of the job for themselves? 

Colonel Burcess. Off the record. 

(Discussion off the record.) 

Mr. WicGLeswortH. The record indicates this military expenditure 
he om about 7 percent of their gross national product. That is not a 

_ igure considering the picture as a whole. I would have thought 
offhand that the Netherlands, percentagewise, would stand pretty 
high on the list. 

Colonel Burcrss. Apparently they lack complete facilities, and of 
course the equipment to carry on any real Army activities. Iam not 
familiar with the budget picture, but we do know this, and I have a 
figure that I will give off the reeord—— 

(Discussion off the record.) 

Mr. WiceieswortH. Can you add anythmg to that, General 
Olmsted? 

General O_mstEp. I have two observations. This is up from 1% 
percent prewar, so I would say that we are working against a problem 
of education, in part. 

In addition to that, as I believe Dr. Bissell testified, the total 
economie situation in the Netherlands is going through some pretty 
severe adjustments due to their rearrangements as far as the Indonesia 












































340 


area is concerned. So I think that you have the combination of 
having to persuade these people, and also having to be a little bit 
patient with them while they are going through this process of read- 
justment. 

Mr. Gary. You stated that you are trying to shift emphasis in the 
Netherlands from the navy to the army, can yet you have a number 
of ships in this program. 

General Otmstep. Essentially her mission is being limited now to 
the mine sweeping, mine laying, and harbor defense mission. These 
ships, I am quite sure, will be ships for this very limited and precise 
mission as against her desire to expand and build a navy somewhat 
comparable to her position in between World War I and World War II. 

We have the feeling with the other major navies in the area that the 
limited mission for the Netherlands’ Navy is appropriate and the 
funds that would otherwise be spent for naval purposes might better 
be spent for the ground and air portion of the program. 


ELECTRONICS AND OTHER SIGNAL EQUIPMENT 


Mr. Wicc.ieswortu. I note that you have a large item in here for 
electronics and other signal equipment. I assume from what has been 
said that part, or all of that, might be handled in Holland. 

General O_mstep. Yes. That would be a very suitable field for our 
offshore procurement activity, and whatever we bought there would 
be in lieu of these other items to be produced and delivered from 
United States production. 

Colonel Burcess. We are using one of the Phillips’ subsidiaries in 
Paris to produce some radio sets now on a very small scale as a start 
on offshore procurement. 


ORDNANCE EQUIPMENT AND SUPPLIES 


Mr. WiaciteswortuH. This breakdown you have given us is some 
15 pages long. As you pointed out, the bulk of the program seems to 
be in the ordnance equipment and supplies and motor transport 
vehicles. 

Colonel Buracsss. Yes, sir. 

Mr. WieeLeswortH. The Netherlands are not in a position to 
produce the items listed there on page 7 under “Ordnance equipment 
and supplies’’? 

Colonel Burcess. On 7 and 8 both, sir. 

Mr. Wiceteswortu. I am talking about page 7, under “Ordnance 
equipment and supplies,” lines 1 to 11 inclusive. 

Colonel Burcess. Yes, sir. 

Mr. WiceteswortH. The Netherlands are not in a position to pro- 
duce those items? 

Colonel Burcess. No, sir; those are the medium tanks and the 
heavy equipment which, from the capabilities standpoint and a time 
standpoint, they are not able to handle. They are producing some 
trucks. 

Mr. WiacLeswortH. What is the truck picture? 

(Discussion off the record.) 

Mr. Wiaectesworts. That is about 1 truck for every 4 people 
now in the active service. That is even a higher ratio than we found 
in England. 
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of Colonel Burczss. Off the record, please. 
it (Discussion off the record.) 
1- Mr. Wiee.teswortu. If my arithmetic is right, you plan ultimately 
to provide 1 truck for about every 7 people in the Netherlands armed 
le forces. 
r (Discussion off the record.) 
Mr. WicGieswortu. I just do not understand, without further 
0 explanation, why we seem to have to have so many trucks all along 
e the line here. I am not expert enough to go into some of the other 
e items, but the use of trucks in a military organization is not too diffi- 
t cult to visualize. 
. What is the cost of these trucks we are going to deliver in 1952? 
e Colonel Burcrss. The motor transport vehicle category, sir, 
e includes the spare parts for the 1952 program as well as some required 
r maintenance for the 1950 and 1951. 
Mr. WicGLeswortu. General, when you check up that other item 
maybe you could check this at the same time. 
General OtmsTEAD. Yes, sir. 
Mr. Wiaeiteswortn. And see whether there is any reason why 
4 this item should not be reduced or eliminated. 
A (The following was submitted later:) 
. The Army’s fiscal year 1952 Mutual Defense Assistance Program for title I 
countries contain 52,053 trucks valued at $237,789,076. These trucks are required 
to meet country commitments under the medium term defense plan and represent 





deficiencies after taking into account vehicles on hand, country production, and 
trucks to be furnished under the Army’s fiscal year 1950 and fiscal year 1951 MDA 
Program. In addition, the fiscal year 1952 MDA Program for the Air Force 
contains 1,121 trucks for title I countries. A breakdown by type of the trucks 
included in the Army fiscal year 1952 MDA Program for title I countries is as 

























follows: 

Type Quantity 
Truck, %-ton, 4 by 4 (all types) _._._.__----_- a ai we eS alts SOLE SSS 18, 152 
Truck, %-ton, 4 by 4, ambulance_ ______________-_------ Hiei bia tgee tee ee 1, 084 
Truck, %-ton 4 by 4, "WC re cin 8, 473 
Truck, 14-ton, 6 by 6, Me oe et are he te SL e tire OE 3, 000 
Truck, 2\%-ton, 6 by 6, eee tenerenenee) 2. ce es fees ae So oes 16, 864 
Truck, 2%4-ton, 6 by 6. © SALES A at SROE EP ye Ca ae ee ae ee 639 
aruck, 4-t0n, 6 Dy 6, cargo (all types)... -....:...-..-...-_-.-..-.- 687 
is AE ee en eu cae saenanadeeunone 196 
Truck, 4-ton, 6 by 6, wrecker, with winch______________-__--__--- re. 210 
Truck, 4-5- ton, 4 by 4, tractor runners a Se es a saes ere 503 
Truck, 6-ton, 6 by 6, prime mover, with NE a hah is cali ch 495 
Truck, 6-ton, 6 by 6. ee wn admenawuam be 
Truck, 6-ton, 6 by 6, heavy wrecker, MIA1____-- TIERS peed Ye ge AA 417 
Truok, 132200. 0 Dy 6, prime mover. eel cles 578 
ee ee ee ek cen peuen eas 581 






Truck, tractor, M26, M26A1__._._...-.-___-.--- led Soa muitar Cole Etats 
a a 52, 053 


Reconciliation of above total for trucks with total of motor-transport vehicles 
for countries in title I shown by country on chart ‘‘Selected Major Items of Equip- 
ment in the Proposed Fiscal Year 1952 MSP.” 


one muentity OF tracks: @bnres oe as eee ede ee ne At 52, 053 
Add high-speed tractors, included on chart as motor-transport vehicles_- 86 
Reduction in Army vehicle total as result of $265,000,000 cut in title I 
emtiinatelanss lentbatiots 52 seeds Al. se acd ck 





















Army total, vehicles, title I.__._.._____- eS ee Re Oe 5 
Cee Ne ee ene ooo clerics ers ore ergs 0 
ce Foren tata, yori, tine ToS Lo shila ek 







Defense total, vehicles (sum of country totals) title T.-......---- 54, 149 
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The total truck requirement of title I countries through fiscal year 1954 is 
approximately 425,000. After provision of the above 52,053 trucks programmed, 
and allowing for country production and provision of MDA programs, there will 
still be a total deficiency of 204,000 required under the medium term defense plan. 
Continued efforts are being made to increase European production of motor- 
transport vehicles and any increase in that production will result in a correspond- 
ing decrease in the requirements on the United States. The JAMAG in London 
is currently making a thorough analysis of truck requirements and production 
thereof with the object in mind of reducing the fiscal year 1952 requirement for 
trucks to provide more armament. Trucks.so removed from the fiscal year 1952 

rogram must be replaced by European production or supplied by the United 
Btates in subsequent MDA Programs. Should the countries agree to the pro- 
posed reduction in vehicles, a greater proportion of the true armament items 
required for forces committed for activation by July 1, 1952, can be supplied. 
Under no circumstances will ‘“‘soft goods’’ be furnished in lieu of trucks thus 
eliminated. 


Navy ProGrRam 


Captain AscHEeRFELD. I hand the gentlemen of the committee 
copies of the fiscal year 1952 tentative Netherlands Navy material 
program. The vessels will be noted as listed; one type on line 3, 
with the total value of that type on line 10, page 1. Another type on 
line 11, with the total indicated on line 18. A third type on line 23, 
with the total given on line 5 of page 2. Another type on line 6 of 
that page, with the total value indicated on line 13. The last type of 
vessels indicated is on line 14, with the total cost on line 21, on page 2. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Captain AscHERFELD. On page 3 you will note on line 19 a type of 
aircraft, with its total cost on line 27. On page 4 there are two more 
types of aircraft, one beginning on line 2, with the total cost given 
on line 10; and the last type on line 11, with the total cost on line 14. 

The balance of the program is made up of components, equipment, 
supplies, in accordance with deficiencies of the Netherlands Navy 
which they are able to support under this program and which are 
required for NATO defense. 

You will note one item I have crossed out on page 4. Havin 
gotten to my level it is recognized as an item of infrastructure, an 
was therefore removed and will not be supplied. 

Mr. WicGLeswortxH. Because those items are supplied by the 
allied nations overseas? 

Captain AscHERFELD. No, sir. I would like to take this off the 
record. 

(Discussion off the reeord.) 


TOTAL 





PROGRAM 


Mr. WicGLeswortu. | note that there is a material change in the 
total which appears on the program you have just presented us, as 
compared with the total appearing on the over-all secret document. 

Captain AscHERFELD. Did you say ‘“‘ships,’’ sir? 

Mr. WicG.Lesworts. Well, your over-all total in the two documents 
seems to show a discrepancy of some $12.2 million. 

Captain AscHERFELD. The Netherlands program was increased at 
the expense of certain other NATO programs, sir, within the total 
amount allowed to the title I area. 

Mr. WiaGLeswortH. When was that done? 
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Captain AscHEerFELD. That was done on the date of this program, 
sir, August 24, 1951. Of course, this is only a tentative program 
and has not yet been approved by even the Secretary of Defense, 
because the funds are not available. This program is tentative. It 
is based upon the President’s allocation. It has to be approved after 
the bill becomes law. 

Mr. WicG.Lesworts. Has it been approved by the Joint Chiefs of 
Staff? 

Captain AscuerFeLp. It follows the Joint Chiefs of Staff directive, 
which is only a general directive, Mr. Wigglesworth. It follows it 
very closely. 

ff the record. 
(Discussion off the record.) 


SCREENING OF PROGRAM 


Mr. Wiaaieswortu. I understood that very careful consideration 
had been given to each country, and that recommendations emanating 
from the MAAG organizations were believed to have been carefully 
screened several times, including the Joint Chiefs of Staff, and that it 
was on this basis that the figures were submitted to the Congress. 

Captain AscHERFELD. As a practical matter, sir, as I said before, 
we cannot go back to the JCS with every little problem. We have 
an over-all directive from the Joint Chiefs of Staff that this guidance 
of theirs is only guidance. In my shop we are responsible for the 
detailed programing. There are many changes that have to be made. 

General Otmstep. I think I might amplify that, Congressman, 
because the ultimate decision for variations in these programs, insofar 
as the Secretary of Defense is concerned, has to be made in my office 
and concurred in currently by the Director: of International Security 
Affairs in the State Department. 

Many times a program such as this, which was the original tentative 
program, made up this spring, has good and sufficient reasons why 
variations should be made in it. None of the MAAGS get their full 
askings. We have to cut them back anyway. We do not give them 
either increases or decreases without consultation prior to the time 
we do it, but I would say that between now and the ultimate fulfill- 
ment of delivery of our 1952 program any picture that we would give 
you here now today might be modified on a number of occasions and 
for good and specific reasons. 

2 might just give you one example of the problems that we face on 
that. 

Last week General deLattre, the French commander in Indochina, 
was in. He presented a picture that resulted in quite a little change 
not only in the amount of his program but in the rate of delivery. 
It was a matter of the immediate strategic requirement. If that 
ultimately should require modification of other programs, that is just 
one factor inherent in the over-all decision. 

Mr. Wiae.teswortu. Well, the detailed and careful examination 
that was described to us as governing these things by JAMAG, in 
London, does not seem to mean very much in the determmation of 
what is or is not done. 

Captain AscnerFeLp. These followed the recommendations of 
JAMAG, Mr. Wigglesworth. All the deficiency sheets that were 
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approved by JAMAG were forwarded to us and the programing is 
based on consideration of them. All the ships in this program are 
based upon those deficiency sheets. 

Off the record. 

(Discussion off the record.) 

Mr. WicGLesworts. I understood yesterday the testimony to be 
that there had been practically no departure from the original pro- 
grams prepared by the various MAAG organizations in Europe, and 
finding their way to Washington both directly and through JAMAG. 

Captain AscHERFELD. Sir, the original programs were made up in 
a great hurry, if I may say so, the last part of last year. Since they 
were made up these questions have been continually under study. 
We have sent officers to Europe to study the conditions with the 
MAAG’s and with JAMAG. In the time that last elapsed between 
last November and December and now it is apparent that considera- 
tion of all these problems will have altered the picture. The alteration 
is not large. It is very small, percentagewise, so far as the vessels are 
concerned. 

General Otmstep. Might I amplify that reply by another example, 
which I think might be helpful. We are sending people to London 
this next week for the preliminary make-up of the 1953 program — 
1953 is a long way off. We have no firm idea of how much money will 
be available or how it will be divided or the terms and conditions, but 
they are being required now to go through the preliminary steps of 
the 1953 programing. 

When that information gets to the point that it was for the 1952 
program—the point at which these schedules were made up—it might 
be, let us say, early spring of next year. There will still be from that 
time until the time we know what the legislation for next year will 
look like and the amounts, there will be the necessity for adjustment; 
not only adjustments flowing out of the law and the appropriation 
but adjustments flowing out of the military situation. 

A European type of adjustment that has recently taken place is 
because of inability of one of these countries to absorb material as 
fast as it was programed for it. We have had to cut back on its 
program, which might have resulted, in your case, Captain Ascher- 
feld, of some funds being freed from that country to make it possible 
to add it on to another. 

Captain AscHerFELD. To further fill some of these deficiencies. 

Mr. Gary. This whole military program is a fluid program. 

General Otmstep. It must be. 

Mr. Gary. Therefore, your plans for it must be more or less fluid. 

General Outmstep. That is right. 

Mr. Gary. It seems to me that to regard the program as though it 
were the law of the Medes and Persians, so that no changes could be 
made in it, would be very improper. 

Mr. WicGLeswortu. My only thought was that if changes are to 
be made before they are presented to this Congress. then at least they 
ought to have the approval of the Joint Chiefs of Staff. Apparently 
neither the Secretary of Defense nor the Joint Chiefs of Staff have 
considered some of these modifications. 

Mr. O’Hara. Might I add one step more to the process, from the 
standpoint of budget review by the Office of the Secretary of Defense 
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as well as the Bureau of the Budget. That is that changes in prices 
have come about since these programs were originally developed. 

The programs are developed on a tentative basis, with price in- 
formation which was available in JAMAG at the time they were 
deveneee: At the same time those programs were submitted a 
general order of priority among items was given. When cuts were 
made—because of either an estimated lack of production capability to 
provide them within the production lead time, or for some other reason 

an actual budget cut was made, and each such cut had to be reflected 
by dropping off what appeared to be the lowest priority items on 
JAMAG’s list. Subsequently, in some instances—since these cuts 
were made on what appeared to be the lower-priority items, or on a 
percentage basis in some instances—JAMAG has come forward with 
recommendations to make revisions. I think some of those are 
reflected in this Navy program that is before you. 

As a result of the cutting out of what appeared to us in Washington, 
on the information submitted, to be the lower priority items, there 
have been JAMAG adjustments to lift the priority of those items 
and to lower the priority of those that apparently at first were of a 
higher priority. In some cases an adjustment between countries has 
been recommended on the total program. 

General Otmstep. That type of adjustment, which Mr. O’Hara 
has just spoken of, will have to be gone through again on all of these 
progenne when we know what our final amount of money is going to 

e. 

Captain AscHEerFELD. That is true of the present cut that seems to 
be before us. There will have to be a reduction in this program. 

Mr. WiccLteswortu. Because of the cut in the authorization? 

Captain AscHERFELD. Yes, sir. 

Mr. O’Hara. Depending on what the final figure may be, which is 
actually appropriated. Then we would have to advise JAMAG of the 
changes that were made on those orders of priority, and get their 
concurrence or their recommendations for changes. 

Mr. Wiceiteswortu. Off the record. 

(Discussion off the record.) 


INFRASTRUCTURE 


Mr. Wiac.iesworrtn. Either on or off the record, General, what is 
the policy in respect to the so-called infrastructure? Is that done 100 
percent by the nations overseas? Is it done in part by us? If so, 
what is the division of the financing? 

General Otmsrep. Mr. Wigglesworth, ‘that particular problem is 
not within my jurisdiction, but I can tell you, from observation, that 
there is a formula for the distribution of the cost of the infrastructure. 
That is under negotiation right now. If not before, it is anticipated 
that it will be resolved by the time of the Rome meeting. 

Mr. Wiccieswortn. That is not included in any military-aid 
program at the moment? 

General Otmstrep. We have made no provision for it in our program. 

Mr. Wice.tesworrH. To the extent that the formulas approved 
should require expenditure on the part of this Government it would 
be over and above what we are considering at the present time, either 
for military aid or for economic aid. 
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General Oumsrep. Or, if authorizing legislation says that the 
United States portion of the infrastructure expense might come out 
of these funds, then there would be the added alternative of shorting 
out end items. 

Mr. Wiac.ieswortn. It might well take the place of economic aid. 

General Otmsrep. It might. It might take the place of military 
end-item aid. I do not know exactly what the language in this con- 
ference report is, but I understand there is some provision in there 
authorizing infrastructure expenditures. 

Mr. Martin. I might supplement that just briefly, I believe. With 
respect to certain immediately necessary items of infrastructure, which 
General Eisenhower is very anxious to have constructed promptly, a 
formula was agreed to by the North Atlantic Treaty Council of Depu- 
ties in Ottawa during their meeting, which will get us at least off the 
ground on the things that need to be initiated this year, which does 
involve a rather considerable sharing among all the users of those 
facilities. 

Mr. WieGieswortn. Is it in order to state what that formula is, 
or roughly what amount is likely to be involved in terms of the United 
States expenditure? 

Mr. Martin. I do not know the figure for the United States expend- 
itures. I think I would prefer to do this off the record, as to the gen- 
eral idea of the formula. 

Mr. Wiceiesworts. Could you furnish for the record something 
that will indicate the probable dollar expenditure involved in the 
projects in the categories you have referred to? 

Mr. Martin. Working with Defense we can do that; yes, sir. 

(The information was not furnished in time for printing.) 

Mr. WicGLeswortn. Is there any reason why that amount should 
not be substituted for funds now under consideration for economic 
aid in view of the fact the same amount in dollars would be provided 
in either event? 

Mr. Martin. I do not want to give a final opinion where that should 
come from. I would point out that to some extent the infrastructure 
itself will require some dollar imports, and has a cost of its own in 
dollar terms, so you do not get a net gain. Moreover, you do not get a 
counterpart earning in terms of the local budget, but looking strictly 
at the balance payment aspect of the problem, there would be some 
contribution to the dollar balance of payments. 

Mr. Wice.esworrs. It would warrant some reduction, if not a 
hundred percent, in terms of economic aid? 

Mr. Martin. It would justify, I think, some adjustment. Certain 
infrastructure expenditures are already included in the estimates of 
the balance of payments, but these are, I believe, additional programs. 

Mr. O’Hara. Very much, I think, in one country. 

Mr. Martin. Very much confined to one country. I think it is 
possible we could put on the record the formula, but I want to check. 

Mr. Wicc.iesworts. If you cannot put it on the record I wish 
that then you would give*us some picture off the record, indicating 
how much of the contemplated expenditure might, in your judgment, 
be substituted for the economic aid we are considering here. 
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Arr Force Procram 











Colonel Kie1n. Gentlemen, in the case of the Netherlands we are 
dealing with a country which has never had anything more than just 
a modest air force, and one of rather limited effectiveness at that. 
The primary reason for its noneffectiveness at the present time is 
that it does not have suitable equipment. We anticipate that the 
aid we are providing to the Netherlands’ air force through the 
MDAP for the fiscal year 1952 will put them in a position where 
they will be an effective air force, and that by the time the equip- 
ment gets there and they learn how to operate and maintain it, it 
will be found there is a resurgence of interest in the air force in 
the Netherlands which at the present time does not seem to be pro- 
nounced. 

I would like to pass out to the members of the committee copies 
of our 1952 MDA program for the Netherlands and I am prepared 
to answer any questions that you have concerning them. 

(Discussion off the record.) 

Mr. Gary. That concludes the testimony concerning the Nether- 
lands. 



















Fripay, SEPTEMBER 28, 1951. 





GREECE 


Mr. Gary. The committee will please come to order. We will 
consider this morning the military program for Greece. 







GENERAL STATEMENT 






General Otmstep. Mr. Chairman and gentlemen, Greece is not 
now a member of the North Atlantic Treaty Organization although 
it is a member of the European Payments Union and a recipient of 
aid through the ECA European recovery program. The military- 
assistance program for Greece together with assistance to Turkey 
and Iran for their military forces is included in title II of the Mutual 
Security Act. In order to introduce this country program in a way 
that will be comparable to economic assistance to Greece, information 
will now be provided to the committee as to the general nature of the 
Greek forces, their part in our collective security, and the nature of 
our programs for provision of equipment, matériel, and training to 
support those forces in those objectives. Our objectives for this 
country include making it, with Turkey, part of NATO. 

The United States has been giving military assistance to Greece 
since 1947. During this time active insurrection has been put down 
and the guerrilla warfare of Communist-led bands against the Greek 
nation and people had been restricted to very minor proportions 
which are probably not much more extensive than the equivalent 
isolated banditry of today. 
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A substantial reduction in the size ot the Greek armed forces was 
initiated at the time of the routing of the major guerrilla force about 
2 years ago. Although these forces have now been reduced somewhat 
below their level during the period of active operations against major 
guerrilla threats, they are still, because of relative insecurity in the 
middle eastern area, well above the level which Greece’s economy can 
be expected to support. Greece’s economic situation has been dis- 
cussed by ECA and would be regarded generally as marginal even 
with no military outlays. However, the present forces on active 
‘ duty are definitely beyond the Greek economic resources and can 
only be supported with both military and economic assistance from 
the United States. 

On the basis of the economic aid proposed in the President’s pro- 
gram, the Greek military expenditure budget for our fiscal year 1952 
was estimated to be $208 million including with expenditures dis- 
tributed in accordance with the following categories: 


{In millions of dollars] 


i a a i i teh el wih aie e Re ag wie Behe 68. 7 
ee ON SN a eck cdnm eu yn amen eare mene 63. 3 
Major matériel procurement- --_-_-.-.--------- sigh cas eg mai cea hal 6.7 
piery Genmbenelten soo San A a eee ches ee 12.7 
All other. - ~~ ~~ Tae As EE siperaraeepe ws <i sh a whats Sl an erie ede ae ete a te dade bd 56. 6 


This estimate must now be revised downward to approximately 
$143 million with United States direct military assistance providing 
the major part, maintenance costs and all of the major matériel 
procurement. The budget for military expenditures is estimated at 
7.6 percent of the gross national product for fiscal year 1952. 

The Greek forces on active duty as of June 1951 were 21.6 per 1,000 
of population. 

1 spoke of the necessary decrease in the over-all strength after the 
major fighting stopped there. This has permitted a reorganization 
and regouping more commensurate with the economic conditions of 
Greece. Assuming delivery of all items of military, naval, and air 
equipment programs through fiscal year 1951, much of the original 
obsolescent equipment in the hands of troops will be replaced, and 
maintenance of all Army equipment will be adequate. 

A small number of naval vessels will have been furnished to the 
Navy; and a small initial increment of jet aircraft for training purposes 
will be available. 

Off the record. 

(Discussion off the record.) 

General Otmstep. The present conscription period is 24 months. 
This is a reduction from 42 months previously in force. The reduc- 
tion was made to enable more manpower to be applied to the economic 
strengthening of the country. 

Leadership and training in the Greek forces has improved con- 
siderably under the guidance of the United States and British mis- 
sions, and is regarded as satisfactory. A system of military schools 
is in being which is supervised by American and British officers. 
Extensive field training and maneuvers under battle conditions, 
with joint Army, Navy, and Air forces, have taken place. A cadre 




















349 


of group instructors has been developed. Today divisional training 
has been completed. 

Morale in the armed forces is good. The will to fight has been 
demonstrated in quelling the guerrillas. It is certain that the Greeks 
will fight any aggressor. 

I might add that the records of the German staff, recovered after 
surrender, indicated that the Germans felt that the Greeks were the 
toughest fighters they had met. 

Mr. Gary. They did a magnificent job in World War IT. 

General Otmstep. Yes, sir. Off the record. 

(Discussion off the record.) 

Mr. Gary. Is Greece included in those tables which we inserted in 
the record yesterday? 

Mr. O’Hara. No, sir. The tables that refer to Greek military 
assistance are on pages 41, 42, and 43. 

Mr. Gary. I am referring to the general tables which were inserted 
yesterday, as to the length of service, age of conscription, and the 
pay of troops. 

Mr. O’Hara. No, sir. Those were limited to NATO countries, I 
believe. I will check to be sure. 

Mr. Gary. I wonder if you could add Greece to it. 

Mr. O’Hara. Yes; I could do that. 

Mr. Gary. Will you add Greece to the table, if it is not already 
included? 

Mr. O’Hara. Greece and Turkey? 

Mr. Gary. Yes. : 

Mr. WiaaLeswortuH. That percentage per thousand population is 
the highest, is it not, that we have seen so far, including our own 
percentage? 

General Oumsrep. It is the highest we have seen so far, sir, but 
my recollection is that it is just about the same as the United States. 

Mr. Wiee.ieswortn. I had in mind that our percentage was about 
21.2. There is not very much difference. 

General OutMstep. Yes, sir. 

Mr. Wiae.teswortu. Off the record. 

(Discussion off the record.) 


PLANT CAPACITY 


Mr. WiaGLeswortu. Is there any excess plant capacity in Greece? 
General O_mstep. The only indicaton of that which has come to 
my attention was when I talked to Mr. Lathrop, the head of the 
ECA mission in Athens, a month or so ago. There is a possibility 
that, with their own indigenous cotton and their own facilities, the 
capacity to produce cotton goods can be increased to the point of not 
only supplying their own needs, which they are now doing in that 
category, but perhaps having some cotton, canvas or web equipment 
and things of that sort available to some of the other allies. Thei- 
armament industry is limited to production of small arms and small 
arms ammunition. 

In that regard it might be of interest to say that the original equi p- 
ment the Greek Army had was British in type. In our 1950 and 1951 
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programs some of the equipment that we provided for the Greeks was 
procured by us in the United Kingdom. We are now working on a 
plan to switch that procurement from the United Kingdom to Greece 
itself, to the extent that their facilities can provide it. If they need 
United States dollars for raw materials, the procurement in Greece, 
we feel, would be more helpful to the Greek economy than procure- 
ment in the United Kingdom and then giving the item to Greece. 
Mr. Gary. You are appropriating more in Greece per man in the 
army than in any other nation, I believe. 
General Otmstep. That is a ¢alculation which I have not made. 
Off the record. 
(Discussion off the record.) 


ArMy PROGRAM 


Mr. WicGLeswortx. Do you have the program? 

Colonel BurGess. Yes, sir. May I present the 1952 program for 
Greece. 

You will note that the Greece program, although not large, mone- 
tarily speaking, has quite a large number of items. It consists of 
23 pages. It is based primarily on the modernization requirements, 
which includes the replacement of worn-out and old equipment, plus 
certain changes in the organization of the Army which require addi- 
tional items. 

Generally speaking, the problem in Greece is not one of furnishing 
initial equipment. There are no real needs for large amounts of 
equipment at this time, particularly of the heavy types. The pro- 
gram is one of our oldest. Deliveries started as a result of the imple- 
mentation of Public Law 75 early in 1948. 

As you know, General Van Fleet, our present commander of the 
Eighth Army in Korea, was our first mission chief in Greece. As 
General Olmsted has pointed out, this mission and that in Turkey 
are much larger than any of our other MAAG’s because of the train- 
ing aspects they have with the Greek and Turkish Armies. As a 
result of the competence and the size and the tenure of this mission 
in Greece we have been able to accept their requirements on a yearly 
basis and have full confidence in the extent and value of the item 
herewith presented. 

As General Olmsted has mentioned the service of the Greek 
battalion in Korea has been outstanding. 

Off the record. 

(Discussion off the record.) 

Colonel Burezss. I think it is also interesting to mention that 
although we are cutting down on the United Kingdom procurement 

hase of the program, we still have around $13 million out of the total 
isted for UK procurement. That is because of the large amount of 
British equipment which Greece has on hand, which we desire to 
maintain. It is perfectly good equipment and can do a lot of fighting. 

(Discussion off the record.) 

Mr. WicGLeswortH. You mean that by the use of this British 


equipment we have had to utilize less dollars than we anticipated? 
Colonel Burgess. Yes, sir. 
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Mr. Wiaeieswortn. In fiscal 1951. 
Colonel Buresss. Yes, sir. It is very much to our advantage to 
buy spare parts particularly from the United Kingdom sources to 
maintain that equipment, than it is to provide additional equipment. 


CARRY-OVER FROM 1951 


Mr. WiaeteswortH. I understand you have a carry-over of 
roughly $13 million with respect to the Greek program from fiscal 
1951; is that right? 

Colonel Burcess. Yes, sir. 

Mr. WicGLesworrH. What becomes of that? Is that included in 
the amount you have told us you are planning for 1952; or is that over 
and above that? 

Colonel Burcess. It is on page 19, sir, at the top of the page. 
British procurement, $13,839,000. 

Mr. WiaGLeswortu. It is a part of the total that this off-the-record 
statement shows is planned to be used in 1952? 

Colonel Burcess. Yes, sir. We have great confidence in this 
program, sir. As I say, our mission chiefs have been the very best 
officers we have. They have all been in the grade of major general or 
lieutenant general, and we attach great importance to this particular 
mission and this particular program. It certainly gives us more for 
our dollars than any other thing we do. 

Mr. Gary. Off the record. 
(Discussion off the record.) 


CLOTHING AND EQUIPAGE 


Mr. Wiaeieswortu. I notice small items in here for clothing and 
equipage, tents and so on. Can those not be produced in Greece? 

Colonel Burcess. No, sir; they cannot within their own financing. 
There are some gentlemen here, I am sure, who can testify better than 
I to that; but the country is too poor. 

I might state that the ECA mission, the State Department and the 
Army have worked very closely together on these programs. There 
has been a split, if you wish to call it that, between what the ECA can 
do and what we can do. We have tried to program items that are of 
purely military end use, purely for use of the military, as opposed to 
the civilian side of the ECA program. It was just a split by mutual 
agreement of the three departments as to how it would be done, sir. 

This is purely the military clothing, the heavy woolen clothing. 

Mr. Gary. They produce a good deal of wool in Greece, do they 
not? 

Colonel Burcgss. It is uniform cloth, sir. 

General Otmsrep. I do not know, sir. 

Mr. O’Hara. They produce some. 
Mr. Gary. I think they produce a great deal of wool in Greece. 
Mr. Garwoop. They do but they import most of it. 
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Colonel Burcgss. I believe this is a question of timing, also, sir, 
to get it there in time so that they can go through the very cold 
winter months. 

(Discussion off the record.) 


Navy PrRoGRAM 


Mr. WiGGLEswortH. You have a small Navy program here. 

Mr. Gary. Will you present that, Captain? 

Captain AscHERFELD. I have furnished members of the committee 
with a copy of the Greek naval fiscal year 1952 tentative program, of 
four pages, the first page of which presents the transfer of certain lend- 
lease vessels, total number 29, included in this program for the purpose 
of clearing the lend-lease books of these craft of which the Greeks are 
making good use and which have very little value to the United States. 
The transfer of these vessels involves no appropriated funds. 

Mr. WicGLeswortH. They are small ships? 

Captain AscHERFELD. Yes, sir; they are. 

Mr, WicGLeswortH. Which have been 

Captain AscHeRFELD. They have been in the Greek Na ysince 
their transfer during the past war. 

Mr. Gary. All of these on page 1 are of that kind? 

Captain AscHERFELD. Yes, sir; they are all on page 1. 

Mr. Gary. All of the ships listed on page 1 are lend-lease, no new 
equipment at all? 

Captain AscHERFELD. That is right, sir. There are no new craft 
at all; and, as an appropriations committee, you gentlemen are not 
interested in it, but as Members of Congress you are, because you are 
going to vote on this excess valuation. 

I would like to state at this point that the Navy has programed 
both under grant aid and reimbursable aid a total of $153 million in 
this excess valuation category. That represents more than 50 per- 
cent of the figure that has been, I understand, agreed upon in the con- 
ference committee. So that the Navy would take more than half 
of the amount allowed for all three services. 

(Statement off the record.) 

Mr. WicGLeswortu. When you refer to the NFRA structure, you 
are talking about the items on top of page 4, Nos. 1 to 8? 

Captain AscHERFELD. I was referring specifically to items 7 and 8 
on that page. Ido not know whether on your copy the item on line 
5 has been deleted or not, but that actually has been deleted. We 
consider that as unnecessary to furnish. The item will not be sup- 
plied. 





WAREHOUSES 


Mr. WiaGteswortu. Why should we be supplying warehouses? 
Captain AscHERFELD. We have in previous programs, even before 
the start of MDAP, furnished the Greeks with a great deal of equip- 
ment exclusive of ships. We have furnished them with $30 million 
worth of equipment. 
Mr. WicGLeswortn. It is a very small item but in principle | 
wondered why the Greeks should not supply their own warehouses. 
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Captain AscHEeRFELD. It is just that they do not have the financial 
resources to do it with. 

Mr. Wiecieswortu. I do not believe anybody can say that they 
have not got the financial resources to cover this particular item. 

Captain AscHERFELD. No, sir; you cannot tie that statement down 
to any one item, but you have to relate it to the entire needs of the 
Greek Government and the Greek Navy. 

Mr. WiccLeswortu. As to the lend-lease ships it is a matter of 
title more than anything else? 

Captain AscHERFELD. Yes, sir. It would cost more to return them 
to the United States than the vessels are worth. 

Mr. WiccieswortH. We are not increasing the present strength 
of the Greek Navy in any way? 
Captain AscHERFELD. No, sir. 


Arr Force Procram 


Mr. Gary. Let us have the air force program for Greece. 

Colonel Kier. Gentlemen, I believe General Olmsted has covered 
our principal over-all objectives in Greece well enough so that I will 
not have to dwell on that. So far as the Air Foree MDAP program 
for 1952 is concerned, we are attempting only to modernize the exist- 
ing forces they have there at the present time. 

It must be realized that here again we are running into a country 
that has an air force equipped with completely obsolete equipment 
which would be of no value whatsoever in any kind of a war that might 
break out in Greece. We are attempting to convert their units there 
to modern equipment to make the fighting forces more effective. 

I would like to present you with copies of the air force 1952 MDAP 
program for Greece and I am ready to answer any questions you may 
have on them. 

Mr. Wiae.eswortH. There are some new planes to be provided, 
are there not? 

Colonel Kien. Yes, sir; they are new planes. 

(Statement off the record.) 

Mr. Gary. It is a modernization program rather than an increase 
in force? 

Colonel Kier. That is right. This program will complete the 
modernization program for the Greek Air Force. 

Mr. Gary. Do I understand that the 1952 appropriation will pro- 
vide an air force of the strength contemplated under the program 
and that thereafter the only contributions will have to be in sustaining 
that force? 

Colonel Kier. Supporting and sustaining it, unless there is a 
change in the planned strength of the Royal Hellenic Air Force. 

Mr. Gary. Unless there is a revision upward in the plans? 

Colonel Kixe1n. Yes, sir. There is the shortage that I mentioned 
off the record of that one type, to make up, where we are four items 
short. There will be the peacetime attrition items and some more 
war reserve items. We have not completely filled those categories 
yet.* But this provides the unit equipment—the front-line equip- 
ment—for the units that we now have planned. 
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Mr. WicGLeswortH. The unit costs shown on this secret list for 
planes to be furnished includes spare parts in every instance? 

Colonel Kier. Yes, sir. 

Mr. Wicc.iesworts. And in addition you are contemplating fur- 
there spare paits for aircraft already on hand? 

Colonel Kuxrn. Yes, sir; maintenance support spares. Each year 
we provide a year’s spare parts. When we procure a new aircraft 
we then concurrently provide a year’s spare parts. Thereafter, in 
each subsequent MDAP program, we provide another year’s spares 
for the aircraft, but not the basic items of the equipment itself. 


BELGIUM AND LUXEMBURG 


Mr. Gary. Let us take up the next program. 


GENERAL STATEMENT 


General Oumsrep. The next program is Belgium and Luxemburg. 

For military assistance programs, Belgium and Luxemburg are 
treated as one country. The programs for these states are geared to 
the NATO-planned forces which they have jointly agreed to provide 
for General Eisenhower’s command. 

First, as to the reason for this grouping, the ground forces of small 
Luxemburg (it has neither air or naval forces) are incorporated into 
Belgian regiments. Secondly, the two countries have many close 
ties which lead to this complete integration of their combined strength. 

The active forces in both countries have been at very low strength 
since before World War II. After their joint entry into the western 
union in 1948, there was only a small build-up. Bening the period 
since ratification of the Atlantic Treaty in 1949, however, the pace of 
rebuilding has been stepped up although the forces of both nations are 
still comparatively small. The Belgian forces in NATO territory 
had a 1951 strength equal to 12.2 percent per thousand of population, 
and those of Luxemburg 7.7 percent per thousand. 

Belgian forces in being include naval and air forces in addition 
to the ground forces in which Luxemburg’s units are merged. They are 
below what appears to be their sur military budget under their 
current economic conditions, but are making general progress, and 
showing little reluctance in making and meeting NATO commitments. 

Our estimates of their military expenditures for fiscal year 1952 
were $500 million, on the basis of the economic assistance originally 
proposed for fiscal year 1952. These forecast budgets may be expected 
to be distributed as follows: 

DEG ATS DerAO BOO oo is in so ik esas eS $78, 000, 000 
DERE BING DUTRRIOE ooo wilco dacenetin~benesnbeene 92, 000, 000 
Major matériel procurement. . =... 2. ceed ke 170, 000, 000 


EE ag ae ee ER ae Oi iigall dhs LSS FREE. 125, 000, 000 
ene OO eo es os co ee a a ea aa 135, 000, 


With the elimination of economic aid, it is estimated that the 
budgets for these countries will be reduced to $375 million, or 5.4 
percent of gross national product. “1 

I would like to say for what value it may be that, in discussing this 
problem last week with a representative of the Belgian press who was 
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here, he took great exception to our calculation of their military 
expenditures in terms of their gross national product, raising as one 
point—and he has since given us some supporting evidence of it— 
that many of the expenditures which we regard as military in character 
and include in our military budget are not included in theirs. I am 
not prepared either to agree or disagree with his conclusion, but the 
Belgians themselves make that point. 

As a result of considerable urging and pressure over the past 214 
years within the western union and the NATO Belgium is making 
reasonably good progress toward developing sound and effective 
armed forces. The magnitude of her military effort is fair but it is 
considered that she could support larger forces for NATO. Con- 
tinued strong leadership will be required to persuade Belgium to 
give her best. It is believed that Belgium will meet her present 
medium-term defense plan commitment. 

There has been a satisfactory increase in the unit strength of the 
Belgian armed forces. The equipment status is not progressing at a 
rate equal to the country’s ability to absorb and use it. This is 
primarily due to the long production lead time on items being fur- 
nished under MDAP. 

I will give you an estimate of their combat efficiency off the record. 

(Statement off the record.) 

Supporting establishments, although weak in some respects, are 
considered adequate. National service has been increased to 24 
months which exceeds the minimum standards established by NATO. 

Belgian training is d. Their training establishments will be 
adequate if present plans now in process of implementation are 
carried through. 

Belgian armed force morale is improving with the gradual improve- 
ment of the NATO defense posture. 

(Statement off the record.) 

Mr. Gary. There has been some reference to a Benelux agreement; 
that would be an agreement of Belgium, Netherlands and Luxemburg. 

Mr. O’Hara. That was an economic union looking toward a mili- 
tary union at some later date. Then all three nations joined the 
western union; and in their joining of western union, Belgium and 
Luxemburg agreed to combine their forces into one establishment. 

Mr. Gary. But not the Netherlands? 

Mr. O’Hara. That is right. 

General Outmstep. Here are some JAMAG comments about 
Belgium. 

Belgium is essentially a manufacturing country although agricul- 
ture, farming and forestry are important industries. The population 
is about 8.5 million. The area is 11,775 square miles, making it the 
most densely populated country in Europe. 

The Belgian Congo with its fabulous mineral wealth, and area of 
902,000. square miles, and population of 10.5 million is a source of 
strength and lends Belgium a military significance out of proportion 
to its size. 

The country is bounded on the north by the Netherlands and the 
North Sea, on the east by Germany and Luxemburg and on the south 
and west by France and the North Sea. Belgium is therefore exposed 
to the initial enemy onslaught both on the ground and in the air. 
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The threat against Belgium consists of attack by enemy land 
forces, airborne troops and air forces, coupled with sabotage and attack 
against shipping in coastal waters. Belgium therefore requires for 
defense primarily land and tactical air force. Belgium will meet her 
commitments to NATO as set forth in the program. Supporting es- 
tablishments, although weak in some respects, are considered adequate. 

(Statement off the record.) 


We are not seeking at this time any further Belgian commitment to 
NATO forces. 


EFFECT OF PROGRAM UPON STRENGTH OF COUNTRIES 


Mr. Gary. General, percentagewise to what extent will the 1952 
military aid program increase the effectiveness of the forces in each 
of the countries? 

General Oumsrep. I believe the 1952 program as we are proposing 
it to you, as a general statement, will double the effectiveness of the 
forces as they now exist. In other words, we will get, for thig 1952 
program, a 100-percent increase in their effectiveness and that can 
be measured either in terms of the number of units or the quality 
of units. 

Mr. Gary. I suppose with each succeeding year that effectiveness 
will be increased? 

General Outmstep. Yes, sir; that is correct. A rearmament pro- 
gram has not only the physical aspect but it has the spiritual aspect, 
too. Most of these people had to be persuaded in the beginning that 
this thing could be done. As they see it come into being their own 
enthusiasm increases and so I would say that it would have definitely 
an effect of geometric progression. It will be cumulative as we go 
along. 

Mr. Gary. The reluctance with which most of these countries 
embarked upon this program was due largely to the fact, in my 
judgment, that they wanted to be certain that we were going to back 
them to the limit and that has contributed somewhat to the lack of 


all-out effort on the part of some of the countries up until this time; 
is not that true? 


General O_msrep. Yes, sir; that is correct. 

Mr. Gary. Our effort has been to stimulate their activities, and 
there has been considerable progress along that line, but not the 
maximum progress that we had hoped for; is not that the situation? 

General Otmstep. Yes, sir; that is a fair statement. But I would 
like to add this additional consideration, which I am sure you have 
in your mind already and that is that you cannot accomplish your 
maximum result starting from a standing start in the first day, the 
first week, or the first year. It takes a gathering of momentum. 

Mr. Gary. I understand that. I am not talking about strength 
now, I am speaking primarily of the activities of the countres them- 
selves; the fact that they are not doing as much now as they could be, 
but the program is gaining momentum as it advances. 

General Otmstep. That is right. And that is the important con- 
sideration. They are getting greater momentum as the months pass. 
When we evaluate them, we do so by our own standards, having been 
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through two victorious wars and having a rather plentiful standard of 
living, so it is not quite fair to evaluate them right now by those stand- 
ards. When we say they are not entirely satisfactory in this or in that 
respect, we must admit also that we could not expect them at this 
point in the program to be entirely satisfactory. 


PRODUCTION CAPACITY 


Mr. WicecLeswortu. What excess plant capacity is there in the 
Belgium-Luxemburg picture? 

General Otmsrtep. Belgium is already producing some items of mili- 
tary matériel for us and for some of the other Allies. There is a very 
good small arms industry there. We are buying such things as land 
mines and hand grenades there now. There is very good electronics 
industry in Belgium. There is an initiation of an automotive industry 
there. 

I would say net that Belgium has a good industrial base, the 
capacity of which we are already using partially. 

Mr. Gary. They are manufacturing engines for planes that are 
being assembled in the Netherlands, are they not? 

General Otmsrep. Yes, sir. 

Mr. Gary. The Rolls Royce plant is manufacturing those engines 
for the Meteors. 

Mr. WiaGiesworth. Is there excess plant capacity that is not 
being utilized at present? 

yeneral OtmsreD. In modest proportion; ves, sir. We are actively 
exploring those possibilities for our offshore procurement activity. 
In fact, we are utilizing some of them now. 


Army PROGRAM 


Mr. Gary. Will you present the Army program, Colonel. 

Colonel Buresss. I present the Army program for both Belgium 
and Luxemburg calling attention to the fact that although the pro- 
gram, for record purposes, is separated, they are administered, as 
you know, by our MAAG in Brussels. 

As General Olmsted has indicated Belgium possesses now neither 
a strong nor a well-balanced munitions industry, although the pro- 
duction of small arms, ammunition, and explosives is adequate for 
the normal requirements of the Belgian forces. Sufficient industrial 
capacity exists for increases in production of small arms, some light 
antiaircraft artillery, combat and transportation vehicles, ammuni- 
tion and electronics. The Belgian Army at the present time is mainly 
equipped with British World War II weapons and equipment much 
of which is in need of repair and spare parts. 

The program is, going back on the NATO basis, purely hard-type 
items, items that they are not capable of producing or cannot possibly 
get within the time element or are in such small quantities that it 
would not pay them to go into production to produce. 

On the truck picture, sir, the Belgians have on hand, excluding 
MDAP, 517 trucks. They are producing in 1952, 430. We are 
providing rather a large number, 5,959. 
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There is no production schedule for 1953 or 1954 for the Belgians. 
So ae total 1equirements for the Belgian Army alone are around 12,000 
vehicles. 

Their assets, as of 1954, including 1952 MDAP, are 8,211, leaving 
a net deficiency of 3,577. 

As you know, in the case of Luxemburg, it is a very small army, 
consisting of battalions incorporated in Belgian units. They have 
on hand 109 vehicles and we are turning over to them in the 1952 
program 174. Their over-all requirements are 1,335 and they will 
have a net deficiency after the 1952 program of 741. 

Mr. Gary. Why do they need all those trucks in Belgium—6,225 
according to the figure here? This includes Navy and Air Force; 
it is over-all, is it? 

Colonel Buresss. Yes, sir; that is over-all. 

(Statement off the record.) 

Mr. WiceLeswortu. I see you have some small items, here for 
small arms, machine guns, and some items of artillery. You have 
quite a number of items for ammunition. Why cannot those be taken 
care of in this program by the small-arms industry that the General 
has referred to? 

Colonel Burcess. They may be, sir. We are exploring every 
avenue of offshore procurement and it is very possible that many of 
those items, particularly ammunition and spare parts, will be pur- 
chased in Europe for this program. 

Mr. Wigeieswortn. Are they not in a position to supply them 
themselves? 

Colonel Burcess. No, sir. 

Mr. WigeLeswortn. Without dollar aid? 

Colonel Burcsss. No, sir. 

Mr. Wiaeieswortnh. Why not? 

Colonel Burcess. At best we are only providing, speaking Army- 
wise how, approximately—and this is off the record 

wat Wiaetesworts. I think we should have something on the 
record. 

Colonel Burcess. Up to the present they have provided at least 


50 percent. What they are providing is a heavy drain on their 
resources. 


Mr. WicGLeswortH. Why? 

Colonel Burcess. They have to pay, clothe, and feed their Army, 
they have to provide them many types of equipment and supplies, 
and they have to provide them their reserves. Generally speaking, 
we do not provide reserve stockages. They have to get ammunition 
above a certain minimum from other sources. It is just a heavy load. 

(Statement off the record.) 

Mr. WiccLteswortH. Why can they not equip a force of the size 
indicated off the record, themselves, with their small-arms industry? 

Colonel Burecsss. Belgium will probably need some help in raw 
materials and machine tools. In some cases it is cheaper to give them 
the item rather than provide the raw materials and machine tools. 

Mr. Wiccieswortu. All these items in this field, small arms and 
ammunition, are items which, in the opinion of the Department of 
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Defense, Belgium cannot produce with its own industry without dollar 
assistance? 

Colonel Burcsss. And within the time required. 

As you know, we are trying to meet an.activation date each year 
for their units, and we are having considerable difficulty getting the 
units called up. It is a question of timing. They do not want to 
call up the units without equipment, so we are faced with the proposi- 
tion of getting equipment or they will not, from a political standpoint, 
call the units into service. 

Mr. WiaeLeswortH. How much is their army expected to increase 
percentagewise in the fiscal year 1952? 

General O_mstep. Off the record. 

(Discussion off the record.) 

Mr. Wiaeieswortn. Is their arms and ammunition industry 
working at capacity now? 

General Otmstep. I believe it is. As I mentioned, we are exploring 
that particular area with great care because we believe there is the 
possibility of some increased production. 

Colonel Burcess. We are providing only one item of small arms, 
sir, and that is the caliber 30 machine gun and only one item of small- 
arms ammunition. 

We are providing them with artillery ammunition, but not small- 
arms ammunition. We are providing only a small number of machine 

uns. 
. Mr. Wiacieswortn. There is artillery ammunition, small-arms 
and machine-gun ammunition, and small arms and machine guns. 

Colonel Burcrss. A small quantity of caliber 45 ammunition, 
pistol ammunition. 

General Otmstep. That particular item is a nonstandard weapon, 
as far as they are concerned, and it would obviously be uneconomical 
for them to tool up to make that particular caliber. It would be 
much more practical for us to supply them. 

Mr. WiccteswortH. The Beglian industry is available to Luxem- 
burg as well as Belgium? 

Colonel Burcess. In Luxemburg they have no facilities for arms 
manufacturing. They have an iron and steel industry which has 
considerable capacity for the components of heavy armament. 

Mr. Wiaeteswortn. You have a very small Navy program here. 


Navy Procram 


Mr. Gary. You may proceed with the Navy program. 

Captain AscHERFELD. I hand the members of the committee copies 
of the fiscal year 1952 tentative Belgium Navy material program 
consisting of four pages. 

On page 1, line 3, will be noted one type of vessel, and on line 12 
another type. Total funds involved are noted, respectively, on lines 
10 and 19. There are no aircraft. 

The balance of the program will be noted to consist of components 
and equipment and ordnance. 

The Belgian shipbuilding industry has a small capacity for con- 
struction of smaller types of vessels. 

I have no further comments, sir. 
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Arr Force ProGram 


Mr. Gary. We will now consider the air program. 

Colonel Kiem. Gentlemen, in the case of Belgium we now come to 
a country that has had an air force before. You might say it is a 
very eager air force as well, and they are very much interested in the 
use of the defense-assistance program and are meeting their commit- 
ments in the medium-term defense plan. 

As General Olmsted indicated earlier, the combat efficiency at the 
present time is somewhat reduced because of the transfer of tactical 
personnel to the training establishment to increase their capabilities, 
so they will be ready for the MDAP equipment when it does arrive. 

In every case this country has shown, Air Force-wise, at least, 
eager acceptance of the MDAP program objectives and are doing 
everything they can to fulfill their commitments. 

At this time I would like to distribute copies of the Air Force pro- 
gram to the members of the committee for any questions that they 
may have. 

(Discussion off the record.) 

Mr. WiaGLesworth. Is this small arms and machine gun ammuni- 
tion of special types? 

Colonel Kuix1n. It will be aircraft ammunition. It is not the type 
they are in a position to manufacture over there. We originally 
planned to put this requirement in the fiscal year 1951 supplemental 
program, but withheld it to see if it could be produced over there. 
The senior United States representative on the Military Production 
and Supply Board recommended that it be included in the 1952 
program because the production facilities in Europe are not sufficient 
to meet this requirement. That is the reason it appears in this pro- 


gram instead of the 1951 program. We would normally have supplied 
it then. 
















PorRTUGAL 


Mr. Gary. We will now take up the program for Portugal. 


GENERAL STATEMENT 


General Otmstep. The Republic of Portugal consists of metro- 
politan Portugal, the Azores, and Madeira, with a population of 
approximately 8.5 million and a colonial empire of an additional 11 
million. 

Situated on the southwest coast of the Iberian Peninsula, metro- 
politan Portugal is strategically located to provide port and base 
facilities for protecting allied sea and air lanes to the Mediterranean. 
The Azores and Madeira are likewise strategically located due to the 
importance of these islands as naval and air bases for the protection 
of the sea lines of communication and as a primary air base for operat- 
ing aircraft through the North Atlantic. 

The principal threat to metropolitan Portugal consists of long-range 
air attack, submarine attack against sea lines of communication, 


sabotage by airborne or submarine landing parties, and remotely a 
possible land campaign through Spain. 
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Action against the Azores and Madeira will probably be confined 
to submarine attacks against shipping in the vicinity, the landing of 
small sabotage parties, and bombardment from submarines. 

The primary NATO tasks assigned to Portugal are to defend her 
home territory against air and airborne attacks and to maintain in- 
ternal security and to defend coastal waters. 

The present Portugese commitments I will speak about in a moment. 

The present active armed forces consist of 79,000 in the Army and 
2,100 in the Air Force and 7,800 in the Navy, or a total of 88,900. 

These forces include 31,500 recruits amd 17,000 Army colonial 
forces. 

In addition, subject to immediate call by the Government without 
legislation, are approximately 250,000 men who have received a 
minimum of 4 months of recruit training. 

It would appear, therefore, that Portugal is capable of readily 
increasing her NATO commitments. However, there exists a con- 
siderable deficiency in the military organization, training, infra 
structure and equipment, and for those reasons it is considered that 
the Portuguese commitment constitutes a maximum effective under- 
taking for the present. 

(Discussion off the record.) 

There are considerable deficiencies in the military organization, 
training, infra structure, and equipment which makes the supporting 
establishment less than adequate. The period of -national service 
being implemented by the Army and Air Force, a minimum of 16 
months including the recruit training, does not meet the minimum 
requirements established by NATO. However, the minimum of 
28 months of service for the Navy exceeds the NATO requirements. 

The Portuguese Air Force must be completely reorganized and 
expanded to several times its present strength to meet its NATO 
requirement. It is believed that the Portuguese people would support 
a war within the provisions of the North Atlantic Treaty. 

Mr. WiaGLeswortu. What is the manpower under arms in terms 
of population? 

General OtmstepD. 8,500,089. It would be slightly over 1 percent, 
or slightly over 10 per 1,000. 

Mr. WiaGcieswortu. Including the Army, the Navy, and the Air? 

General Otmstep. Yes. 

Mr. WieeLeswortu. Off the record. 

(Discussion off the record.) 


ARMY PROGRAM 


Mr. Wiaeteswortu. Do you have a program for the Portuguese? 
Colonel Burasss. I will present the Army program, 1952, for 
Portugal. 

The equipment on hand in Portugal at the present time is of varied 
origin, including the United Kingdom, Spain, Italy, the United States, 
Germany, and Denmark. Almost all of it is obsolescent. Reserve - 
stocks are extremely small and not sufficient to meet mobilization 
requirements. 

A word on the munitions industry. The previously small capacity 
for the production of infantry weapons, ammunition, and explosives 
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is being rapidly expanded. The production of submachine guns has 
increased. A new small-arms ammunition plant is nearing comple- 
tion and will double the capacity in that item. 

Plans have been formulated for a powder and explosive plant which 
will double the capacity in that category, so they are making some 
effort in the munitions industry. 

The Army’s problem is to provide the essential items of equipment 
for one infantry division. This program is very modest and contains 
items of divisional equipment. 

On the truck situation, the information I have is they apparently 
had nothing that they could call a military-type truck. They have 
no production. We are furnishing 253 in this program. The total 
requirements for an infantry division are approximately 2,260. The 
total assets by 1954, considering no production in their country, and 
including the 1952 MDAP, are 983, leaving a net deficiency of 1,277. 

I believe that is all, sir, unless you have some questions. 


Navy PRoGRAM 


Mr. Gary. We will now consider the Navy program. 

Captain AscHERFELD. I hand the members of the committee a 
copy of the Portugal Navy fiscal year 1952 tentative program. It 
will be noted it is a program of eight pages. 

On the first page will be found three different types of vessels. 
One type is indicated in lines 3 and 4 with the total shown on line 10. 
Another is shown on lines 11 and 12 with the total cost shown on line 
18. The third type is indicated on lines 23 and 24, with the total 
cost shown on line 5 on page 2. 

There is an item of aircraft on page 4, line 22, with the total cost 
shown on line 26 of the same page. 

It will be noted by the committee that these aircraft are from 
excess stocks and the costs given are for rehabilitation. 

On page 5 at the bottom will be noted the last four items are 
doubled-starred, which indicates that they are to be procured from 
British sources. There are also several items on the next page in 
the same category. 

At the bottom of page 6, beginning with line 20 and continuing on 
to line 2 of the next page are certain items and on page 7, about the 
middle of the page, are certain items, infra structure and vehicles 
furnished as an exception to our general rule not to furnish such types 
of equipment, but they are furnished because of the relatively poor 
position of this country financially. 


WAREHOUSES 


Mr. WiacieswortH. There is another small item for warehouses 
here. 

Captain AscnerFeLp. Yes. I referred to that as one item. We 
feel it is necessary to have warehouses. 

Mr. WicGLeswortu. Can they not build warehouses of that size 
out of their own production? 

Captain AscHeRFELD. Taken as one item they could, There is no 
doubt about that. 
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Mr. Wiee.esworts. It does not amount to much in dollars and 
cents, but I do not see why that type of thing should be covered by 
dollars. 

Captain AscHERFELD. It was listed as a deficiency, sir, and is being 
furnished to make certain that equipment being furnished under this 
program will be taken care of properly. 


Arr Force ProGcram 


Mr. Gary. We will take up the Air program. 

Colonel Kiem. Gentlemen, in the case of Portugal we come to a 
country again that has never had an effective air force. At the same 
time, Portugal has undertaken to commit herself to provide forces for 
the NATO medium-term defense plan and her economy was not such 
she could provide for her own equipment. It was with this in mind 
that the Air Force has undertaken to provide Portugal with the 
equipment required to meet these commitments in the type of aircraft 
that we are providing the other NATO countries. 

General Olmsted has given you the general statement as to the 
condition of the Portuguese Armed Forces in connection with NATO, 
and I need not elaborate further on that. 

I would like to submit to the members of the committee copies of 
the 1952 proposed MDAP program for Portugal, and I am ready to 
answer any questions that you may have on those programs. 

(Discussion off the record.) 


AFTERNOON SESSION 
Norway 


Mr. Gary. The committee will please come to order. We will now 
consider the proposed military aid for Norway. 


GENERAL STATEMENT 


General Otmstep. Yes, sir. Mr. Chairman and gentlemen: The 
Military Assistance Program for Norway is designed to provide a 
substantial part of the deficiencies in equipment for Army units com- 
mitted to NATO commands during 1952 plus equipment for Tactical 
Air Force units committed over longer periods due to the long lead 
time required for procurement of such items. The Navy program is 
considerably smaller, and is designed to provide necessary mainte- 
nance and spare parts for vessels already programed or on hand, plus 
off-shore procurement of equipment required to meet current com- 
mitments. 

Norwegian morale is evaluated as good. The schedule of manning 
and training of forces is not as advanced as we might hope to have it. 
The lack of a regular Army and the inadequate length of the period 
of national service are the major road blocks to satisfactory progress. 
Norway currently has an active force on duty amounting to 9.7 per 
thousand of population, which is above prewar figures for active 
armed forces. Norwegian-contribution to the U. N. effort in Korea 
includes a hospital unit and ocean shipping. 
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The Norwegian m litary budget for fiscal year 1951 was $66 million. 
On the basis of the economic aid program originally submitted by the 
President, it was estimated that Norway could increase this amount 
to $163 million, which amounts to some 7.9 percent of the gross national 

roduct. Distribution of this estimated budget by category is as 
ollows: 
Million 
Military personnel costs __ 
Maintenance and operation 
Major material production 


Military construction 
All other 


On the basis of revised economic-aid programs reflecting the reduc- 
tion in authorizations for this purpose, this estimate has now been 
tentatively reduced to $100 million. 

Mr. Gary. That is a very substantial reduction—is it not?—from 
$163 million to $100 million. 

General O_msteEp. Yes, sir. 

Mr. WiacieswortH. The 7.9 percent is based on the $163 million? 

General Otmstep. That is right, sir. 

Mr. WiceLesworts. In other words, $100 million is considerably 
less than that. 

General OtmsteEp. That is right, sir. 

Mr. WiGGLeswortH. What is the gross national product? 

Mr. O’Hara. $100 million is 5 percent, sir. 

Mr. WiGcGLesworth. Five percent. 

Mr. O’Hara. Yes, sir. The gross national product is roughly 
$2 billion. , 

General O_mstEep. Norway appears to want to make a good con- 
tribution to the common cause, but there have been delays, and she 
is obviously falling behind our hoped-for schedule. There has only 
been a small increase in the mobilized forces, an increase that is not 
considered to be satisfactory. 

(Discussion off the record.) 

General Otmstep. The supporting establishments are inadequate. 
In fact, they can hardly be considered to exist in any effective sense 
of the word. The national-service period of 12 months is below the 
minimum standard of 18 months established by NATO. Training 
systems are inadequate. The army is seriously short of instructors, 
all of whom have mobilization assignments elsewhere. The air force 
is depending on the United States for pilot training. 

The morale of the armed forces is fair. The national morale is good. 
It is considered that the Norwegian people will fight. 

Off the record. 

(Discussion off the record.) 

General Otmstep. As a matter of general background, Norway, 
with an area of 124,000 square miles and a population of some 
3,150,000, occupies the western part ‘of the Scandinavian Peninsula 
from Denmark to the North Cape in the Arctic Ocean; where, on the 
east, it meets Finland. The Kjolen Mountains separate Norway from 
Sweden to the east. Essentially, Norway is a maritime country. 

The threat against Norway consists of an attack by enemy land, air, 
and seaborne troops, and by aircraft, coupled with sabotage and attack 
against shipping in coastal waters. 
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The advantage to be gained is control of the approaches to the 
North Sea and bases for extensive submarine warfare. 

Unless the tempo of her effort increases, it is not expected that 
Norway will meet her NATO commitments, as the over-all defense 
program is limited quantitatively and qualitatively. 

Off the record. 

(Discussion off the record.) 


ACTIVE FORCES 


Mr. WiacieswortH. Why does the program for active forces 
remain so low percentagewise in comparison with the over-all mobi- 
lizable forces? 

General Otmstep. Well, sir, I think that is a combination of 
budgetary limitations and their historic national policy of a very 
small standing army and a rather readily mobilizable reserve of much 
greater numbers. 

Mr. Wiceiesworth. Is that policy satisfactory insofar as SHAPE 
is concerned? 

General Otmstep. Insofar as the commitments to NATO are con- 
cerned, it is a satisfactory commitment. Our concern is the fulfill- 
ment of the commitment on the time schedule. , 

Off the record. 

(Discussion off the record.) 


CONTRIBUTION 


Mr. WicGieswortu. | notice that the contemplated military 
expenditure is only about 5 percent of the gross national product. 
Why should not this contribution be more substantial? 

General Otmsrep. Well, sir, it would be our hope that it could be 
increased. It does represent an increase from their previous amount 
of expenditure—I believe I am correct in saying this—by almost 
double. It is a comparison of $66 million to $100 million on our 
more pessimistic figures, or $66 million to $163 million on our more 
optimistic figure. 

Of course, even at the $163 million it only represents 7.9 percent, 
which is still low by comparison, say, with our own contribution. 


PLANT CAPACITY 


Mr. Wiaeieswortn. Is there any surplus plant capacity in 
Norway? 

General OLMstep. Not that we are aware of, sir. 

Mr. Martin. Might I add just one point off the record? 

(Discussion off the record.) 

Mr. Martin. On the basis of recent discussions with the Nor- 
Wegians, we are very hopeful that they will find themselves able to 
increase the level of their contribution to the NATO forces appreci- 
ably, particularly in the light of the relatively low standard of living 
which prevails in Norway, which is one of the lowest of the NATO 
countries. 
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Army, ProGrRaM 


Mr. Gary. All right, sir. We will now take up the Army program. 

Colonel Burcess. I present the “Army Norway” program for the 
fiscal year 1952, sir. 

Off the record. 

(Discussion off the record.) 

Colonel Buregss. Norway has a heterogeneous collection of artil- 
lery and mortars, chiefly of British and German World War II design. 
Vehicles are of many types and are in short supply. Small Govern- 
ment-owned munitions industry is inadequate for the country’s needs 
in time of war and incapable of producing heavy artillery, tanks, and 
many special weapons. With MDAP assistance Norway should con- 
siderably increase its production of small-arms ammunition and make 
substantial progress toward rehabilitating her stock of small arms 
and light artillery. 

The program is made up similar to other NATO-type programs, 
consisting of what we term “hard items.” 

Off the record. 

(Discussion off the record.) 

Colonel Burczss. There is nothing special, I believe, which needs 
to be called to your attention. 

Are there any questions? 

Mr. Wiacieswortu. In the opinion of the Department of Defense, 
none of these items, running over 15 pages of this secret document, 
can be furnished by Norway iteslf? 

Colonel Burczss. No, sir; certainly not at this time. 


CLOTHING 


Mr. WiaGLeswortnH. Well, I see among other items some items for 
clothing and equipage. Why do American dollars have to be fur- 
nished for that? 

Colonel Burcess. That is just the general category heading, sir. 
The items are listed below the category. 

Mr. WiaGLeswortu. I see. 

Colonel Burcess. The items do not consist of clothing in this 
particular case. Cartridge belts; belts, magazine; and belts, pistol; 
which, by the way, are deemed a matter of considerable importance 
to Norway at this time. It is in a way a minor deviation from our 
policy, but there is quite a bit of political background. These par- 
ticular items should be furnished. It is web type of equipment as 
opposed to clothing. 

Navy Program 


Mr. Gary. Captain Ascherfeld? 

Captain AscHERFELD. I hand to the members of the committee a 
copy of the fiscal-year-1952 Navy tentative matériel program for 
Norway. It is a three-page program. It is substantially reduced 
from the figure recommended by the Joint Chiefs of Staff for reasons 
similar to those given you already; that is, that the Norwegian Navy 
is unable to absorb any further matériel at this time. 

Mr. Gary. Off the record. 

(Discussion off the record.) 
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Captain AscHERFELD. It will be noted in lines 3 and 4 and lines 
13 and 14 of the first page that there is a list of ‘additional charges” 
connected with the activation, repair, and conversion of hull and 
machinery, and other charges in connection with the vessels listed 
on this page, which are included in the approved 1951 program. 

Off the record. 

(Discussion off the record.) 

Mr. WieeLesworts. Do I understand that the limited number 
of ships apparently included in this program are in fact part of the 
1951 program? 

Captain AscHERFELD. Yes, sir. These are simply additional 
charges that will have to be incurred to complete the rehabilitation 
of the ships in the 1951 program. There are three vessels involved. 

Mr. Gary. They are not new vessels? 

Captain AscHERFELD. No, sir. 

Mr. Gary. They are being rebuilt? 

Captain AscHERFELD. Yes, sir. 

Off the record. 

(Discussion off the record.) 

Captain AscHerreLp. That concludes my direct remarks, sir. 


Arr Force PrRoGRAM 


Colonel Kien. Gentlemen, General Olmsted again has given you 
most of the program objectives for Norway. The only thing I can 
add to what he has already said is that again here in Norway we come 
to a country which has never had more than just a modest air force. 
They have more or less been supervised and directed and have pat- 
terned their air force after the United Kingdom’s Royal Air Force. 
They do have a few modern-type aircraft. 

I would like to distribute copies of the program to the committee 
members for their perusal, and I will be in a position to answer any 
questions you may have on them. 

1 would like to go off the record now. 

(Discussion off the record.) 

Colonel Kier. I would be glad to answer any questions you may 
have. It is my own personal opinion, though I cannot speak for the 
Navy and the Army, that in the case of the Norwegian Air Force, 
when the MDAP equipment arrives in substantial quantities, we will 
see the morale of the air force rapidly rising, and they will be in a 
position to absorb the equipment on the scheduled deliveries. 


EQUIPMENT 


Mr. Wiceteswortn. What are the snow plows referred to? 

Colonel Kien. Those are for cleaning off runways, Mr. Wiggles- 
worth. They have very heavy snows up there. They are specifically 
and only for clearing of runways. 

Mr. WiaeLesworru. They are a special type of plow that cannot 
be made in Norway? 

Colonel Kuen. That is right, sir. 

Mr. Wiaeteswortu. The dinghies, I suppose, go with the planes? 

Colonel Kern. Yes, sir. 


89249—51—pt. 2——-24 





368 


COMMITMENTS 


It looks now like Norway will not meet her commitments in inter- 
ceptor aircraft and light-bomber aircraft. We do not know yet just 
where she is going to get the equipment for those or whether or not 
she will be able to commit additional personnel and forces to such 
units or not. 

Mr. Wieetesworts. When you say it looks as though she will 
not meet her commitments, you are speaking in terms of manpower, 
are you not? 

Colonel Kier. Yes, sir; and aircraft, also, because we know she 
does not manufacture any aircraft. That is, the commitments in the 
other type of aircraft, interceptor and day fighter and light bomber. 
We are providing the aircraft for the ground attack units, the fighter- 
bomber units, and the tactical reconnaissance units. 

Mr. WiaGLeswortH. But your fear is that those units will not be 
ready? 

Colonel Kern. There is a possibility of the units not being properly 
organized and trained to effectively use the aircraft that we provide, 
or that we will be in a position to provide. We will not ship the 
aircraft until we are sure that they are ready for them, however. 
If they are laggard and they are not vitalized and do not become in a 
position to effectively utilize the equipment it will be diverted to 
some country that can use them. 

Mr. Gary. Is it the same type of plane being used elsewhere? 

Colonel Kier. Exactly. We have completely standardized the 
equipment we are providing to these countries. 

Mr. Gary. You could then ship those temporarily somewhere else? 

Colonel Kier. Yes, sir. Then we could catch up later on with the 
production that would have gone to the second country as combat 
reserve equipment. 

Mr. Gary. I suppose it is necessary to make a great many adjust- 
ments in the program from time to time. 

Colonel Kier. Well, we never know. It may be that the Joint 
Chiefs of Staff, after our programs are all set up and delivery schedules 
are set up, will want to change the effort. They may arbitrarily say, 
“We would like to have these aircraft shipped to this country at the 
present time, and delay the shipment to tbe originally proposed 
recipient.”” That is within their prerogatives, of course. The com- 
mitment is certainly not a binding one for us to ship aircraft to Nor- 
way, if they are more urgently needed, let us say, in central Europe 
somewhere. 

Of course, the programs are flexible to that extent. 

Mr. O’Hara. There is one thing I would like to add to that, Mr. 
Gary, as a general matter. Actual procurement is not done on a 
country program basis. The quantities in each country program are 
added up, and a single procurement is made for those, generally at 
the same time a procurement of the same item is made, if it is required, 
for our own military services. One procurement action covers the 
whole requirement, and they are not isolated and individual contracts. 

General Otmstep. May I say something off the record here? 

(Discussion off the record.) 
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TURKEY 


Mr. Gary. We will next consider the proposed military aid to 
Turkey. 
GENERAL STATEMENT 


General Otmsrep. Since 1947 when aid to Turkey began, there 
has been good progress made in the re-formation and modernization 
of Turkish armed forces. The Army has been reduced to a size com- 
mensurate with economic capabilities. The Navy has been modern- 
ized and the Air Force given new life with more modern equipment. 
At the same time the economy of Turkey has been strengthened. 

Despite the good progress much remains to be done, both militarily 
and economically. Turkish manpower on active duty approximates 
17 per thousand of population. It represents a ratio considerably 
above that of most other countries and is indicative of the determi- 
nation of the Turkish people to provide adequate security for their 
homeland. 

The Turkish military budget for the last fiscal year was $192 million. 
It was estimated, on the basis of the economic aid program originally 
presented by the President that this amount could be increased to 
$213 million in 1952 which represents approximately 6 percent of the 
gross national product of the country. The distribution of this 
estimated budget follows. 

Military personnel costs, $150 million; maintenance and operation, 
$20 million; major matériel procurement, $32 million; military con- 
struction, $10 million and $1 million for all other. 

This estimate, on the basis of revised economic aid programs re- 
flects the reduction in authorizations for this purpose, and has now been 
tentatively reduced to $188 million. 

Since the start of the aid program, the armed forces have been re- 
duced approximately 50 percent, a measure integral with the moderni- 
zation program and with efforts to strengthen the country’s economy. 
The present forces at the same time are considerably more effective 
than when they were twice the size. 

The delivery of equipment programed through 1951 will accomplish 
the essential replacement of obsolete items of equipment, but spare 
parts and equipment reserves will be inadequate. Additional replace- 
ments for obsolete naval equipment and small vessels will be necessary. 

There are some United States vessels which have been furnished. 
A beginning will have been made in converting the air force to a jet 
fighter-bomber force and improve the air warning and antiaircraft 
systems. The armed forces’ effectiveness may be regarded as good. 
The lack of well-trained noncommissioned officers in all services is at 
present a serious draw-back to complete effectiveness, but there is 
under way a training program for this purpose which we believe will 
tend to solve the difficulty. 

With deliveries of fiscal year 1951 program material adequate facili- 
ties will be provided for the maintenance and support of army equip- 
ment. Adequate support establishments necessary to naval operating 
units are well under way to completion. Rehabilitation and construc- 
tion of the necessary air bases and communication points are also 
well under way. 
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The armed forces are almost completely manned by conscriptees 
but regulars are being increased. Conscriptees for army and air force 
serve for 24 months, a reduction from a previous figure of 3 years, 
while conscriptees for the navy serve 3 years. 

Training in all three services remains the primary deficiency, but 
particularly for the army units. Many factors cause this deficiency, 
principally the difficulty in providing adequate training and technical 
manuals in the Turkish language. To overcome this deficiency 
United States training teams are being formed to work directly in the 
field with units of the army and United States technicians are serving 
with navy and air units. 

Morale is relatively good. The will and the ability of the individ- 
ual to fight is superior. Morale of the lower and middle grades is im- 
proving, with improvement of the NCO corps and with methods of 
personnel selection. 

(Statement off the record.) 

I might say, as a matter of personal observation there recently that 
I found in the Bosporus their mine layers with steam up 24 hours a 
day, 365 days a year. Their forces on the northeast frontier are in a 
very good state of training and morale and that, of course, is one of the 
critical areas. 

I found in and around Ankara that they had some very hopeful 
possibilities for production; clothing, personal equipment, small arms, 
ammunition, a steel mill with indigenous coal and iron up on the south 
shore of the Black Sea, a refinery and a can and drum plant in the 
process of development, with ECA assistance, with adequate road 
and railroad and harbor facilities along almost the entire Agean and 
Mediterranean seacost. 

In the opinion of our mission people there and in the opinion of our 
commanders in Korea, the Turks have been an outstanding ally. It 
might be fair to say in terms of men under arms that Turkey is our 
strongest ally. 

There is one other observation I would like to make for the record 
that might be helpful. In this lend-lease business during the last war 
we were reluctant to give modern equipment to the Turks even in 
small quantities because we felt they did not have the technical skill 
to operate and maintain it. Whether they have learned it since or 
whether we were wrong then, in any event, their maintenance is 
a good. 

Mr. Wiacieswortnu. I assume there is no excess plant capacity to 
speak of in Turkey at the moment? 

General OtmstEep. We are working with General Arnold and Mr. 
Dore, our ECA Mission Chief in Ankara—General Arnold is our 
Military Mission Chief—and they are getting up very complete studies 
ot the possibilities for indigenous production and offshore procurement. 
To the extent that they are able to produce beyond their own require- 
ments we are exploring the possibilities of utilizing that capacity. I 
would say that in terms of dollars of gross product, the capacity would 
not be very significant. 
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Army PROGRAM 


Mr. Gary. Will you present the Army program? 

Colonel Burcess. I present the Army program for the fiscal year 
1952 for Turkey. You will notice certain changes in the program 
made prior to the budget presentation, so that the program now is in 
consonance with the budget presentation. 

As the general has pointed out, we have a very large mission in 
Turkey. There again we have our training teams with the units and 
their work has been superior. I think we are all familiar with the 
record of the Turkish Brigade in Korea. There are probably not any 
better fighters. 

Modernization of most of the tactical units is now complete and the 
artillery, signal equipment, and motor vehicles are largely World War 
II or later items. Turkey has still quite a good deal of horse-drawn 
and pack artillery and other horse-drawn units, so that they do have 
a requirement for horses and mules. 

Mr. Wiaeitesworts. Are there any of them in this program? 

Colonel Burcess. Yes, sir; horses and mules, shown as a dollar 
amount, only. 

Mr. WieeLeswortu. Where is that item? 

Colonel Burcess. That is one of the Quartermaster items on line 
19, page 8. That item has a direct bearing on the military capabili- 
ties of the country concerned, relative to the immediate efficiency 
of the army or its training for combat. 

Mr. WieeLteswortH. Do you mean to say that we have to put up 
dollars to buy horses and mules? 

Colonel Buraszss. Yes, sir. 

Mr. WieGLeswortu. Why? 

Colonel Burcsss. They have no other way of getting them, sir. 

Mr. WieeLeswortH. They always have heretofore, have they not? 

Colonel Burezss. No, sir; I believe the ECA has purchased horses 
and mules for Turkey. 

Mr. Garwoop. They come from dollar areas. They import horses 
and mules to the Mediterranean from this country and from the south 
Mediterranean area. 

Mr. WieeLteswortH. Why do we have to put up dollars for 
them--$2,600,000 for horses and mules? 

Mr. Garwoop. The answer is, if you want to furnish them, you 
have to put up the dollars. I cannot say why they need the horses 
or mules. They are not obtainable without dollars and the available 
supply is in dollar areas. 

Mr. Wiceieswortn. It is difficult for me to believe that you 
cannot pick up horses and mules in countries other than in the dollar 
area, 

Mr. Garwoop. That is the major source, Mr. Wigglesworth. 

Colonel Burcess. It is rather difficult even in the dollar areas. 

Mr. Garwoop. They are very short in Greece and Turkey both, 
in horses and mules. 

Mr. Gary. Why do they use them? 

Colonel Burcsss. For pack artillery, horse-drawn artillery. They 
have a great number of horse-drawn and pack-mule units in their 
organization. 
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Mr. Gary. Can they not mechanize their equipment? 

Colonel Burcegss. No, sir. 

Mr. Gary. Why? 

Colonel Burcess. Because of the mountainous terrain. 

Mr. Gary. Is that true of the Greeks also? 

Colonel Burcgss. No, sir, not as much, apparently. I do not 
believe I have anything on the background of animals in Turkey, but 
there is quite a bit of history as to why they need them. Right now 
the problem is one of replacement. There again the entire Turkish 
program is one of maintenance and spot modernization rather than 
the furnishing of new items. It is a question of maintaining the 
horses and mules that they now have. 

On the subject of industry, the arms industry is not adequate for 
their needs and is hampered by inefficient management and produc- 
tion techniques. Industry is currently operating at 25 percent of 
capacity, producing automatic rifles, small arms, ammunition, hand 
grenades, mortars, some components of light artillery, and some light 
artillery ammunition. Any increase in the rate of production depends 
on foreign aid. 

Mr. WicGiesworru. I see you have an item for 3,000 saddles here, 
$381,000. 

Colonel Burcess. Yes, sir. Those are packsaddles. Those are 
the Phillips packsaddles, to go on the pack mules. 

Mr. WicGLeswortH. What do they use normally out there? 

Colonel Burcess. They probably were using makeshift or old 
equipment of some kind. This is purely modernization. 

Mr. Gary. These are replacements, to take the place of those that 
are worn out? 

Colonel BurGess. Yes, sir. In many cases that is so and in some 
cases it is a question of modernization. The Phillips packsaddle is 
the best packsaddle in the world. 

The truck picture is very good. We have 596 in this program. 
They have on hand, which includes unserviceable, which they are 
able to repair, 10,027. Their total requirements are around 18,000. 
Total assets by 1954, inculding 1952 MDAP would be 17,982. In 
other words, the net deficiency is only 129. So we might say that the 
truck picture is pretty well taken care of. 

Mr. Gary. You have quite a number of items stricken out on 
page 8. 

Colonel Burcess. Yes, sir; they were deleted. They were originally 
put in the program but it was decided to take them out and the budget 
was adjusted accordingly. The budget figures shown in this program 
were reduced by that amount. 

Mr. WiccieswortnH. The item for the manufacture of shoes and 
clothing. Is that item out or in? 

Colonel Burcess. That is out and the budget adjusted accordingly. 


Navy ProGrRam 


Mr. Gary. Give us a statement on the Navy program. 

Captain AscHERFELD. I hand you gentlemen printed copies of the 
1952 tentative Turkey program. On the first page it will be noted 
that we have additional charges in connection with a type of vessel. 
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That is indicated in lines 3 and 4. It does not indicate that this 
vessel is first appearing in this program. It is from the 1951 program. 

Mr. Gary. That is the reason you have none listed here? 

Captain AscHERFELD. That is true. However, down in lines 14 
and 15, there are a couple of items which are on the border line as 
being vessels. We listed them as such. We recently made a decision 
to put them in there. They are rather small. They are the only 
thing in the vessel category. The rest of it is vessel equipment, spare 
parts, electronics, ordnance equipment, supplies, ammunition, miscel- 
laneous ordnance. 

(Statement off the record.) 

We do have a substantial quantity of deficiencies which we would 
like to furnish under the 1952 program for which we have no funds 
alotted to us even in the tentative program. 

That concludes my direct remarks, sir. 

(Discussion off the record.) 


Arr Force ProGram 


Mr. Gary. Will you give us a statement for the Air Force, Colonel? 

Colonel Kien. Gentlemen, I would like to make a few additional 
remarks for the record over and above what General Olmsted gave 
you about the strategic importance of Turkey, particularly if it 
comes into the North Atlantic Treaty Organization. We have in 
Turkey an Air Force which is very active at the present time. It has 
a high utilization rate on the aircraft that it has and is able to maintain 
the aircraft very well. But the equipment is all obsolete or obsolescent 
and due to the strategic importance of Turkey in the Eastern Mediter- 
ranean, it is abolutely essential to our national security that we 
modernize the Turkish Air Force. 

I would like to pass copies of the program to the committee members 
for their perusal and to answer any questions that they may have. 

I would like to go off the record at this point. 

(Statement off the record.) 

Mr. Wiccteswortn. This is one of the larger of your programs 
among the NATO countries? 

Colonel Kier. Yes, sir; it is. 

(Discussion off the record.) 

Mr. Wiaaieswortu. I notice that one of the planes which you 
include in your program has a unit cost of $130,000 more than has 
been allocated in the other program. There are quite a number of 
these planes to be furnished and that extra amount runs to a consider- 
able figure. I wish you would check up on that and furnish an 
explanation for the record when you revise your remarks. 

Colonel Kier. I will do that. The discrepancy in the cost of 
this item is due to an error in previously quoted prices. The revised 
price was used in correcting all the other country programs but in 
the case of Turkey the required change was inadvertently not made. 
The difference between the correct cost, and the cost shown on the 
printed program, will allow the purchase of two more of the subject 
item. As I indicated in previous testimony, the number of items 
shown on the program was insufficient to provide all of the attrition 
requirements for this item. Procuring two additional items will help 
to reduce this deficiency slightly. 
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DENMARK 


Mr. Gary. We will now take up the proposed military aid program 
for Denmark. 


GENERAL STATEMENT 


General O_mstep. The Military Assistance Program for Denmark 
is to cover part of the deficiencies in equipment for army units which 
are committed to NATO commands during 1952, and to provide 
equipment for NATO tactical air force units and naval vessels which 
are committed over a longer period of time; this requirement is dictated 
by the longer lead time necessary for procurement of aircraft and 
naval vessels. 

Danish morale is fair, country efforts in regard to the build-up of 
forces and the training program have been good. Current strength 
of manpower on active duty, 6.3 per 1,000 of population, is consider- 
ably above prewar figures. Denmark’s contribution to the U. N. 
effort in Korea is the hospital ship Jutlandia. 

Denmark’s military budget for the United States fiscal year 1951 
was $56 million. 

Mr. Wieeiesworts. What is that in terms of the gross national 
product, if you have it? 

Mr. O’Hara. 1.5 percent. 

General Otmstrep. Based on the economic-aid program as originally 
submitted by the President, it is estimated that this amount could 
be increased to $167 million which amounts to 5 percent of the gross 
national product. Distribution of this estimated haters is as follows: 

Million 
Military personnel costs . 9 
Maintenance and operation 
Major material procurement 


Military construction 
All other 


This estimate, on the basis of revised economic aid programs 
reflecting the reductions in authorizations for this purpose has now 
been tentatively reduced to $90 million. 

It is felt that Denmark is making very slow progress in achieving 
the limited defensive posture commensurate with her potential. While 
she has recently given some indications of moving in the right direction, 
strong leadership and continued pressure will be needed to overcome 
her present apathetic attitude and to enable her to fulfill her commit- 
ments to NATO. 

There was small actual increase in unit strength of the Danish 
Armed Forces in the past year. Divisional organizations have been 
changed to regimental combat teams and no divisions are believed 
operable. There has been an increase in trained reserve personne! 
strength but not commensurate with her capabilities in that conscript 
classes were actually reduced during the year. 

Supporting establishments are inadequate. A growing realization 
is leading to more adequate projects, however. The term of national 
service of 11 months is inadequate and below the NATO acceptable 
minimum. ‘Training systems and establishments are not adequate in 
the Army. There are not sufficient troops available for exercises 
above the battalion level. 
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In the Navy they are inadequate in the advanced technical field. 
Air Force training is adequate. 

(Discussion off the record.) 

Denmark occupies the peninsula of Jutland in the North Sea of 
Germany, which is separated by narrow straits from Norway and 
Sweden, the closest point being 3 miles in distance. 

Most of the population of some 4,200,000 are engaged in agriculture. 
Industry is negligible. 

Strategically Denmark’s geographical location is highly important. 
She not only stands at the passage of the Baltic to southern Norway, 
the North Sea and the Atlantic Ocean, but is also a keystone for 
operations in the Baltic and a part of continental Western Europe. 

At the present time the prospects of Denmark meeting her NATO 
commitments are poor, as there is a general unwillingness on the part 
of the people to sacrifice their high standard of living, a strong will to 
resist is not evident and a sense of urgency is lacking. 

It is believed that Denmark is capable of making greater expendi- 
tures for national defense and of contributing more manpower than 
she has committed. 

I might add the Danish admiral who corresponds in their service to 
General Bradley in our own was at the Ottawa Conference and more 
recently here in Washington, and in his discussions with our people 
here he seemed quite confident that some of these difficulties would 
be remedied. 

We do not want to minimize, however, the problem, and the fact 
there are conditions to be remedied to make Denmark’s relationship 
as & full and effective partner what, in our judgment, it should be. 

ie Wiaciesworrts. Is there any excess plant capacity in Den- 
mark? 

General Otmsrep. No, sir. 


Army PROGRAM 


Colonel Burgess. I will present the fiscal year 1952 MDA program 
for Denmark, the army program. It consists of eight pages. 

Denmark is acutely short of most types of arms and equipment. 
Mon of that which she has is obsolescent and maintenance is a serious 
problem. 

With additional military production assistance, Denmark’s Govern- 
ment arsenals intend to produce 81-millimeter mortars, hand grenades, 
land mines, small arms ammunition and light machine guns and 
submachine guns. You will notice that the program does not contain 
the items mentioned. Sniper rifles also are included under small arms, 
except for the rocket launcher, which is a new item. 

The truck picture: On hand, excluding MDAP, 999. The program 
calls for furnishing in the fiscal year 1952, 1 641. No production in 
the country itself. The total requirements through 1954 are 8,558. 
Total assets, including fiscal year 1952 MDAP, 5,293, leaving a net 
deficiency of 3,265. 

There, again, I believe is the question of mobility that is very much 
in the minds of our European allies. I believe that is all I have. 
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Navy ProGram 


Mr. Gary. We will have the navy program. 

Captain AscHERFELD. I hand the committee copies of the fiscal 
year 1952 tentative Denmark navy program, and I have marked in 
pencil on pages 1 and 2—and there are 6 pages—the types of vessels 
and the numbers to be furnished under this program. There are no 
aircraft in the program. The balance of the program is made up of 
components, equipment, ordnance and ammunition, and in addition 
there is a series of items beginning at the bottom of page 4 which are 
items of uniforms, obviously, and equipment. Although they take up 
more than a complete page, it will be noted that the total cost is only 
$8,000. It is recommended for being furnished to Denmark as a 
part of our Greenland agreement. The Danes are to man certain 
points in Greenland. They do not have the proper cold weather 
clothing and we feel that it is worth while in order to secure their 
cooperation and insure our full use of facilities there to allow them 
this specialized clothing. 

Mr. WicGLeswortu. What items are you referring to now? 

Captain AscHerFeLp. All the items beginning at item 25 at the 
bottom of page 4 and taking in all of page 5 and one item, wool socks, 
on page 6. 

Mr. WicGLeswortn. I see two-men tents and sleeping bags and 
various items of clothing. 

Captain AscHERFELD. Yes. 

Mr. Wiecieswortn. Is that what the subtotal on page 6, line 3, 
refers to? 

Captain AscHEeRFELD. Yes. That is the subtotal that covers the 
whole item of quartermaster equipment and supplies and naval 
general stores. 

Mr. WiaGieswortn. All for Denmark? 

Captain AscHERFELD. Yes. 

Mr. Wiccieswortu. And all for Greenland? 

Captain AscHERFELD. Yes. All for use in Greenland. There are 
small numbers of each item.. 

That concludes my direct presentation. 

Mr. WieGLeswortx. How many ships do you have here? 

Captain AscHERFELD. Off the record. 

(Discussion off the record.) 


Air Force ProGram 


Mr. Gary. We will now take up the air program. 

Colonel Kiern. Gentlemen, in the case of Denmark we again have 
a country which has never had anything more than a very modest 
air force in the past. 

Our program basis for Denmark is the same as for the other NATO 
countries. Actually, it is a modernization program, and the pro- 
vision of some equipment for units to be activated. 

I would like to provide the members of the committee with copies 
of the 1952 MDA program for Denmark. 

(Discussion off the record.) 

I believe that I have covered all of it. 

Mr. Gary. That concludes the list of countries. 
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STOCKPILE 


Mr. Gary. Now, we have the item of stockpile. Would you like 
to go into that now? 

General Oumstep. If I may make a very brief statement on that 

it may suffice. 
First, I would like to make it plain that the use of the word “stock- 
pile’ does not indicate this is setting aside a pool or reserve of equip- 
ment for which we have no immediate plan. We have used the word 
in lieu of tentatively naming possible recipient countries. 

As you know, there are discussions under way with several European 
and non-NATO countries which, as they eventuate into satisfactory 
agreements or arrangements, will provide the basis to enable them to 
put up their portion of military forces; contribute their portion of the 
cost of equipping and maintaining those forces and look to us, as other 
NATO nations are looking to us, for the supply of certain critical 
items and long lead-time items that they themselves might not be 
able to provide. 

(Discussion off the record.) 

We have envisaged in this sum the essential training equipment for 
approximately 10 divisions. 

Mr. Gary. Do you have a tentative program for those countries? 

General Otmsrep. Only in the most general form, sir. It would 
follow the pattern of the other country programs who started from 
nothing in buildimg up their forces. Perhaps I could say it more 
clearly by saying, following the pattern where we are furnishing 
initial equipment rather than replacement or maintenance type of 
equipment. 

The thing that I want to emphasize is that this is not simply a 
balancing figure. This is a figure on which programs for planning 
purposes are pretty well crystalized and discussions are pretty well 
along, and it would be as deterimental to the over-all effectiveness of 
the 1952 program to disregard this particular item as it would be to 
make serious changes in any of the other country programs that are 
geared to the development and financing of forces. 

Mr. WicGLeswortu. I am not clear on that. Why do you need 
these funds in advance? 

General Otmstep. Off the record. 

(Discussion off the record.) 

General Otmstep. If we were talking about equipment that we had 
in stock or on hand, then we would be in a position to provide it under 
an emergency time schedule. Because we do not have it on hand, or 
in stock, we must anticipate the procurement in order to be ready to 
make prompt delivery as and when these discussions of which I have 
spoken eventuate into agreements. 

Mr. WieeLeswortn. The total arrived at is based on programs 
which have been considered as carefully as possible by the Army, 
the Navy and the Air Force with respect to the countries that you have 
referred to? 


General Otmstep. That is correct, sir. 





378 


Depots AND MISCELLANEOUS 


Mr. WiGeLeswortu. I note on the over-all chart a further amoun: 
entitled, “Depots and miscellaneous.” Is that a part of this stockpile 
picture, or is it something additional? 

Mr. O’Hara. No, sir; that is composed of two items. 

Mr. Gary. Is it in title I? 

Mr. O’Hara. Itisin title I. The first of which is the depot system 
for the support of overseas NATO aircraft and similar aircraft that are 
in Greece and Turkey. That depot has been provided by the French: 
as a base from which maintenance operations for the aircraft that arc 
in the NATO air forces can be handled. They have agreed also to 
handle through that same depot facility which they have made 
available aircraft for Greece and Turkey. 

The maintenance of aircraft requires, in order to minimize spare 
part use, repair of many instruments, components, engines, and othe: 
parts of the aircraft. By pulling those in through a depot in which 
a great part of the actual repair can either be done, or subcontracted 
- for, we can limit supply and on-hand stock and modify the present 

procedure which requires each country to ship all its reparables di- 
rectly back to the United States. It also makes possible an over-all 
control point from which requirements for repairs and reparable 
items can be determined as well as stock on hand for immediate field 
base repairs throughout these countries. 

The other item that is contained in this miscellaneous item also 
appears in title II for Greece and Turkey. That is an item which 
has to do with the provision of interpreters and for training courses 
that are conducted in the United States where the nationals who are 
sent here to train are not sufficiently English-speaking in technical 
language to handle difficult courses without such interpreters. 


TRAINING ForetGn Troops in UNITED STATES 


Mr. Gary. Could you give us some statistical data showing the 
extent of the program of training foreign troops in this country? 

Mr. O’Hara. Yes. I have tables which will show the types of 
courses which are being entered in the United States, the number of 
students entering for the Navy, the Army, and the Air Force, and the 
schools that are conducted outside the United States, either in our 
establishments in Germany, or in the countries themselves, through 
mobile training teams and technical representatives who are sent 
from this country. 
(The following was submitted later:) 
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Depots ror Repair oF ABRONAUTICAL COMPONENTS 


Mr. WiaGteswortu. I am not entirely clear on that first item that 
you described. Just what does the $41 million plus pay for? 

' Mr. O’Hara. It pays for equipment to set up and operate depots 

for the repair of reparable aeronautical components. 

Mr. Wiee.Leswortu. Is it for machinery? 

Mr. O’Hara. It is for machinery, small parts that enter into the 
rebuilding and repair of larger components and similar things. It 
also pays for labor services in those depots and transportation services 
and shifting material in and out of those depots. 

Mr. Gary. Where you have to use American labor? 

Mr. O’Hara. No, sir; we use litthke American labor there. We 
have military personnel who are provided without charge to these 
appropriations from the Air Force, who are doing this work in the 
depots. 

Mr. WiaGLeswortH. How many of these depots are there? 

Mr. O’Hara. The other personnel are natives of these countries and 
most of the cost of hiring such personnel is paid by these countries. 

Mr. Gary. Why could not counterpart funds be used to pay all of 
them? Because some are Americans? 

Mr. O’Hara. Some are Americans, but not many. 

Mr. Gary. Does this include the pay of the Americans only? 

Mr. O’Hara. It includes mostly the pay of the Americans, but it 
includes other support items for foreign personnel. If counterpart 
funds are made available for that purpose—and we hope they will 
be—we will be able to reduce the charge to the appropriation to these 
depots correspondingly. 

Mr. WicGLeswortH. How many of these depots are there? 

Mr. Gary. Have you explored that possibility? 

Mr. O’Hara. Yes, we have, and we have applied approximately 
one-third of the cost, the total over-all cost, to potential use of either 
counterpart funds er local currencies contributed directly by these 
governments. 

In answer to the other question, there are actually two sites that 
comprise one large depot. 

Mr. Wicciteswortu. In France? 

Mr. O’Hara. One is a manufacturing or repair depot and the other 
is a general supply and storage depot. 

Mr. WiceLesworts. In France? 

Mr. O’Hara. They are located in France. The ground for them 
has been given to the French. We have paid the cost of repairing 
them, or will pay the cost of repairing with these funds. 

Mr. WieGLesworts. Have you any breakdown of this $41,600,000? 

Mr. O’Hara. We can get that for you from the Air Force, sir. They 
have provided it. I do not happen to have it with me. 

Colonel Kuern. It is quite a long breakdown, Mr. Wigglesworth. 

Mr. WiaeieswortH. This is also marked “secret’’? 

Colonel Kier. Yes, sir. 


VALUE OF FRENCH LAND CONTRIBUTIONS 


Mr. WiaeLeswortnH. What is the value of the land that the French 
Government is contributing? Do you have any idea? 
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Mr. O’Hara. There are a couple or three buildings. There is space 
there for a 9,000-foot runway. There are quite a few acres involved. 
There is a taxiway and some roads already installed, and a runway 
that is now actually considerably shorter than we want to eventually 
use. 

Mr. WicGLeswortH. Give us some idea, if you can, when you put 
that statement in the record, of the value of the contribution by the 
French Government. 

Mr. O’Hara. Yes, sir. 

(The information requested above is as follows:) 


Breakdown of $41,075,585 Depot Operations in budget document is as follows: 





Continental . s 
United States} Overseas 





01 Personal services . 
03 Transportation 3 
05 Rents and utilities : 1 
07 Other contractual services § 
08 Supplies 0. 
09 Equipment 1, 579, 303 1 


19,231,401 | 21, 844, 

















The ‘01 Personal service’ amounts represent 990 man-years for United States 
civilians in the continental United States and 403 man-vears for foreign nationals 
in the overseas facilities. No military allowances are provided in this estimate. 

The French contribution to the overseas depots consists of providing a Govern- 
ment-owned facility valued at $10 million for $1 a year, and reduced rent at another 
facility. 7 

PAYMENT OF TAXES 


Mr. WiacieswortuH. General, there are two questions I want to 
ask. First, did I understand you to say that the matter of taxation 
by the French Government of these properties is something that is 
not within your knowledge or jurisdiction? 

General Otmstep. Yes, sir. 

Mr. WieGieswortH. Are you in a position to say anything about 
that, Mr. Martin? 

Mr. Martin. I can say no more than that is a question which we 
have been discussing with the French Government, but the discussions 
are only in the initial stages. We have to get information about the 
nature of the taxes, whether they are direct or indirect, and to what 
extent they can be tracked down and applied to specific locations. 

Mr. WiceLeswortH. Unless I am mistaken, one newspaper ac- 
count gave an estimate for Paris running up into about $500 million 
in taxes. 

Mr. Martin. I have no knowledge where a $500 million figure 
came from. The only figure I saw was the difference between 17 
percent and 24 percent of the United States expenditures. I would be 
surprised if the United States has spent enough in France to give us a 
$500 million figure. 

Mr. Gary. The authorizing legislation contains a clause: 

Funds made available for carrying out the provisions of title I of this act shall 
be available for United States participation in the acquisition or construction of 


facilities in foreign countries for collective defense; provided, that no part of such 
funds shall be expended for rental or for purchase of land or for payment of taxes. 
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Mr. Martin. That is right. So far as our infrastructure expendi- 
tures are concerned, they were specifically barred from payments of 
taxes. That is under discussion with the French now. 

ens Gore. How much do you provide in here for the payment of 
taxes‘ 

Mr. Martin. I could not say, sir. 

Mr. O’Hara. So far as I know nothing, sir. There is nothing on 
anything I have seen in here, which provides for taxes. 

here are two exceptions in the whole history of MDAP. There 

are certain social security employer contributions which, when we are 
hiring local employees for our operations, we have paid. The other 
case is where we buy through a contractor and the contractor is 
assessed taxes. Then we do have to pay. The contract would be 
placed with the French contractor for procurement in France, rather 
than with an American contractor for procurement here. His taxes, 
of course, would be one of the items of cost which would be included 
in the bill. 

Mr. Gary. Can you get somebody to give us a complete statement 
on this before the hearings are completed? 

Mr. Martin. I should think within the next week we ought to 
know a lot more about what the situation is. 

Mr. Gary. I wish you would get someone to appear before the 
committee and give us some information concerning this tax question. 
Mr. Martin. I will be glad to do that. 


Roap ConstTRUCTION 


Mr. Wiacieswortnh. Is there anything in here for road construc- 
tion? 

Mr. O’Hara. No, sir. 

Mr. Wice.ieswortH. Nothing in the military aid. Would you 
know if there were anything for this purpose under the economic aid? 

Mr. O’Hara. Sir, I do know that im Greece and in Turkey both in 
past programs at one time it was part of the military aid, because it 
was handled by the Army engineers in Greece, but since, as economic 
aid, there were some road construction funds. I think that is all 
pretty well completed now. I know there is none in the military 
program, sir. 

Mr. WiaeLesworts. I would like to get a statement on that, also, 
covering the economic field. 

Mr. Martin. The appropriation request for economic assistance 
for title I does not contain any provision for road construction. 

Mr. Wiaaieswortn. I have one other question off the record. 
(Discussion off the record.) 


STANDARDIZATION OF MATERIAL 


Mr. Gary. General, what can you tell us about standardization? 
General Otmstep. Well, sir, as a principle standardization is desir- 
able; but, like all principles, it has its limitations when applied 
practically. 
Our problem, for example, can be illustrated with the rifle. Our 
standard rifle, the M-—1, was a very good rifle, in World War II. 
There have been a couple of other rifles invented since World War I! 
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that have some desirable features about them, and there has been 
quite some discussion about it. In fact, there was pressure on the 
part of the originating countries of these new models of rifles to 
persuade us to standardize on these newer rifles. In theory it would 
be fine if every soldier on our side had the same rifle, served with the 
same ammunition and the same spare parts, but as a practical matter 
if we were to abandon the present M-—1 and tool up for another rifle, 
in terms of time expended and cost the net result would be worse, 
in our judgment, than the net result of facing the possibility of Allied 
forces with different caliber small arms in their hands. That is an 
illustration of where the perfectly fine principle of standardization 
runs into some practical difficulties, where the difficulties seem to 
outweigh the advantages. 

On the other hand, there are some fields where standardization can 
be very practical. In those fields there is progress being made. 

There are things, where possible, like the rechambering of the small 
arms so that they can use the same ammunition; or making the 
necessary modifications in artillery so that the ammunition can be 
interchangeable; or changing the tow link on the trucks or the weapons 
so that one of our trucks can pick up one of their guns and pull it into 
position, or vice versa. 

A little bit further down the line is the problem of trying to get 
the vehicle engines to operate on the same octane of gasoline. His- 
torically our motors, produced here, use a higher octane than theirs, 
which is lower. There is the question of supply of POL, gasoline, 
and in combat that is a very severe tonnage problem. It would be 
of great advantage to all the Allied forces if they could all use for the 
same purposes the same type of gasoline. That is one that may not 
be attainable in the immediate future, but it certainly is a desirable 
field for standardization. 

There has been a good deal of standardization in the simple operat- 
ing things, like the type of military organization, or like the staff 
techniques, so that their liaison officers can understand what we do 
and vice versa. We are tending to accept some of their ideas on 
maps, for example. If we can standardize on a simple thing like a 
map designation, or map reading, it is highly desirable. 

I do not know exactly what you had in your mind, sir. 

Mr. Gary. This is what I had in mind: Are you trying to standard- 
ize as much as possible so that this entire NATO Army can operate 
as a unit? 

General Otmstrep. Yes, sir; we are. The mechanism through 
which that is being attained is the Military Standardization Agency, 
which is an agency of the standing group of NATO. As you know, 
the standing group is made up of representatives of the United States, 
the United Kingdom, and France, and they are the people who are 
constantly in session. 

This Military Standardization Agency is one of their agencies. 
The Military Standardization Agency is trying to arrive at one 
commonly agreed on item in all the categories, but where they cannot 
for reasons such as I have illustrated on the rifle, then they list a 
group which are acceptable. Unless an item is an acceptable item 
by the Military Standardization Agency we have refrained from 
extending any assistance in the way of raw materials or machine 
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tools or money to enable any of the NATO countries to go into pro- 
duction on an item that is not on the acceptable list. 

There is another thing which is happening without any plan at all; 
that is, as we put our more complex United States type equipment 
in the hands of these forces around the world that is accomplishing 
standardization without any plan or any agreement. 

There is the inevitable problem of national pride involved in this 
thing, also, where by habit or by tradition or whatever you might 
want to call it a certain country, having invented an item, thinks 
that that is the best and nobody can do better. We are guilty of 
some of that, too. ‘ 

Mr. Gary. You have usage, too. They are accustomed to using 
certain things. 

General Otmstep. That is right. 

Mr. Gary. That is human nature. We accustom ourselves to the 
use of certain gadgets, and we hate to change them. 

General Otmstep. That is right. You will notice in the nomen- 
clature we use we refer to our artillery to millimeters, which is an 
adoption from the French in World War I. Our basic mortar, the 
81 millimeter, was a French invention originally which we adopted 
from them. We by no means have a monopoly on all the good ideas 
in military equipment. 

Mr. Gary. Oh, no. I did not mean they had to adopt all our 
standards. 

General Otmstep. I was sure you did not; but I thought maybe 
you thought we did. Wedonot. We recognize that. 

Mr. Gary. Yes; but I think a certain amount of standardization is 
almost essential if you are going to have an integrated army. 

General Outmstep. Absolutely. 

Mr. Gary. This, I think, closes the country discussion. 

We have several general questions that we want to take up. One is 
the east-west trade. Another is technical assistance, and a third is 
migration. 

(Discussion off the record.) 

Mr. Gary. We will stand adjourned until 1:30 Monday afternoon. 


Monpay, Ocroser 1, 1951. 
East-West TRADE 


Mr. Gary. The committee will please come to order. Mr. Bissell, 
we had finished consideration of the military and the economic aid 
for each of the countries under title I. There were several general 
questions that we had in mind. The first is with reference to the 
east-west trade. Can you give us some information on that? 

Mr. Bisseutu. Mr. Chairman, if it is satisfactory to you, sir, I would 
like to ask if Mr. Martin, from the State Department, could begin with 
the general statement of policy, and then we can supplement that with 
further statements. 

Mr. Gary. I think we ought to have rather full information on 
that, because it is a highly controversial matter. 

Mr. Martin. I should be glad to give you everything I can, Mr. 
Chairman. As you undoubtedly know, this Government started in 
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about 1948 to take measures to control its trade with the Soviet area, 
establishing export license requirements for certain types of goods 
which we thought were of primary strategic importance. 

In the summer of that year, we started discussions with other 
countries who were important alternative sources for the same types 
of goods. Those were primarily the European countries. 

Since that time we have been in constant negotiation and discussion 
with them, since it was only by having an essentially common set of 
controls, that the control of any one country would be effective. 
Otherwise, if the Soviets were cut off from United States sources, it 
would be relatively simple for them to turn to other countries to 
secure them, to secure the same items. For that reason, we have felt, 
as have most of the Europeans that the only effective means for con- 
trolling the goods that the Soviets received was one in which there 
was a mutual agreement and where we all worked together. Only 
that way can we prevent the Soviets from playing us off against each 
other and from out-bargaining us individually; whereas, if we worked 
together, we could out-bargain them. Only in that way also can we 
prevent the kinds of in-transit evasions, that are not very difficult to 
make even when we are all doing our best to prevent them, but which, 
if we were not cooperating, would become extremely difficult to stop; 
cases in which one country orders from another goods that are barred 
to the Soviets and then, in turn, finds a means for reshipping them 
to the Soviets, rather than having them consumed in the country 
which has ordered the goods. 

For all of these reasons we have put a very heavy emphasis in our 
work on supplementing United States controls with mutually agreed 
controls participated in by as many of the alternative sources of sup- 
ply as we could get to work with us on this. 

At the present time we have what is known as a Paris group which 
has been in operation for over 2 years and in which the United States, 
along with the United Kingdom, Norway, Denmark, the Netherlands, 
Belgium, Luxemburg, France, Italy, the western zones of Germany 
and Portugal now cooperate in working out lists of things which should 
be prohibited for shipment to the Soviet zone, lists of things which, 
while you may not want to prevent them, you may want to restrict 
the quantity very sharply, so that there cannot be any stockpiling; 
sufficient to meet the very minimum essential demands, or to meet the 
minimum requirements. 

We have also worked on measures to help each other control the 
in-transit trade. In our negotiations with these countries on the lists 
of items to be controlled and in the controls which we have adopted 
ourselves, we have been guided from the beginning by a principle 
laid down by Secretary Marshall when he was Secretary of State, of 
relative advantage. 

In the present world situation it seems to us that the most impor- 
tant object we should seek to achieve in this was to see that the trade 
which goes on does more to build up our strength than it does to build 
up the Soviet strength. Consequently the selection of items is based 
on very exhaustive intelligence work to determine what are the items 
which would contribute most, which would contribute in the most 
important fashion to the Soviet military potential, and to put the 
strictest controls on them. 
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At the same time they do not want to close our trade entirely at 
the present time, because there are many things which we are receiv- 
ing from the Soviet bloc which are important to us. By and large, 
as far as the European countries are concerned, the principle is much 
more important to them than it is to us. We do not get anything 
except occasional driblets of manganese, which have pretty well 
dried up now, from the Soviet bloc, which is important to us. The 
trade is very minor and it does not make much difference to our 
economic strength how much trade does go on. 

With respect to a number of the European countries, however, it is 
a quite important factor in their economic position. Consequently, 
what we have had to do is to work with them to try to see that the 
trade agreements in which they negotiate very carefully and precisely 
what they will ship and what they will get in return are so designed 
that they give as little as possible and that they get as much as possible. 

It seems to us in the present state of the world that that is a sound 
principle on which to base trade with the Soviet bloc. We are trying 
to build up strength; they are trying to build up strength. We want 
to do this in such a way that it will contribute most to the building 
up of our strength and least to the building up of theirs and selective 
embargoing and selective quantitative control seemed to us to be the 
desirable principle to follow and it is the principle which has been 
accepted by all the countries participating with us in the Paris group. 
I should say just one other thing with respect to a number of the 
European countries and their attitude on this problem. It is true that 
on the list of items which the United States prohibits, the European 
countries have agreed to 95 percent of the number of items, despite 
their more difficult position economically. On the other hand, | 
think we have to realize that they feel very keenly the desirability 
of not taking steps which would, from a political standpoint, create 
intense strains between themselves and the Soviet bloc. They are in 
the exposed position. They would be subject to the first attack if an 
attack should come. They realize full well that if an attack should 
come at the present time there is not a great deal they can do. 

Consequently, while they have gone along on the whole satisfactorily 
with what we have thought was doairable to be done, I think we have 
felt that even apart from the economic factor, which is very important, 
and about which Mr. Bissell will speak in much more detail, it would 
be difficult to try to press them a great deal further. In terms of the 
need for say an embargo policy, that would present most difficult 
problems to them even distinct from the economic effects of such a 
complete embargo. 

I think that about describes the general policy lines and methods of 
operation which we have followed. 

Mr. Gary. We passed a law dealing with this subject just a short 
time ago, did we not? 

Mr. Martin. Yes, sir. 

Mr. Gary. It was my understanding that that law was designed 
to supersede the Kem amendment? 

Mr. Martin. Yes, sir. 
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EXEMPTIONS BY THE NATIONAL SECURITY COUNCIL 


Mr. Gary. But since the law was passed, I have read where they 
are still exempting—I believe it is the National Security Council 

Mr. Martin. The National Security Council. 

Mr. Gary. I have noticed that the National Security Council is 
still exempting certain countries from the operations of the Kem 
amendment. If that has been superseded by a general law, what is 
the need for additional action on the part of the Security Council? 

Mr. Martin. Mr. Chairman, as I understand the situation, the 
House passed what is known as the Battle bill, superseding the Kem 
amendment. The Senate passed it with some minor changes in _ 
administrative provisions. They have decided not to try to hold a 
conference to reconcile those changes until the mutual security bill 
receives approval by the conferees as to the administrative organiza- 
tion that they are going to set up. Now that their report is out, as 
of the last week end, the conferees on the Battle bill are going to meet 
in the next few days and try to reach an agreement to get it out. But 
it has not finally been approved by the Congress in view of the differ- 
ences between the House and the Senate versions. 

Mr. Gary. It has not been finally enacted, then? 

Mr. Martin. No. 

Mr. Gary. I was under the impression that it had. 

Mr. Martin. No. Those differences as to administration still have 
to be reconciled. 

In that connection, Mr. Chairman, I would like to suggest that I 
have here—and it might be desirable from your standpoint to put it 
in the record—NSC determination No. 18, a report by the National 
Security Council on trade between Western European members of the 
North Atlantic Treaty Organization and the Soviet bloc, in the light 
of section 1302 of the Third Supplemental Appropriation Act, 1951. 
This is dated September 21, 1951. There are seven pages of text which 
describe quite fully the policy and the position toward east-west trade 
in the countries with which we participate. 

It has in addition, which you may not wish to put in the record, but 
we would be glad to make it available to the committee, quite volumi- 
nous statistical tables on the trade which is now going forward. 

Mr. Gary. We will insert the text in the record at this point. 

(The matter referred to is as follows:) 


NSC DerTerRMINATION No. 18—ReEport BY THE NATIONAL SEcuRITY COUNCIL 
on TRADE BETWEEN WESTERN EvROPEAN MEMBERS OF THE NorTH ATLANTIC 
TREATY ORGANIZATION AND THE Soviet Bioc, IN THE LIGHT OF SECTION 1302 
OF THE THIRD SUPPLEMENTAL APPROPRIATION Act, 1951 


I, BACKGROUND 


1. Section 1302 of the Third Supplemental Appropriation Act, 1951 (Public 
Law 45, approved June 2, 1951), directs that no economic or financial assistance 
shall be provided: to any foreign country which, after 15 days following the enact- 
ment of the act, exports or knowingly permits the export of certain named cate- 
gories of commodities to the Soviet bloc during any period in which the Armed 
Forees of the United States are actively engaged in hostilities in carrying out a 
decision of the Security Council of the United Nations. In order to be eligible 
for economic or financial assistance, each country must certify that after the 
prescribed period it has not exported or knowingly permitted the export of the 
prohibited items to the Soviet bloc. 
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2. The act requires that the Secretary of Defense certify to the Economic 
Cooperation Administrator a list of specified articles or commodities. The list 
in question was certified on June 5, 1951.1 

3. The act authorizes the National Security Council to make exceptions to the 
several provisions of section 1302. Such exceptions are to be made only upon 
an Official determination by the National Security Council that they are in the 
security interest of the United States. 

4. The National Security Council, in determination No. 1, June 14, 1951, 
determined that it would be to the security interest of the United States to make 
a general interim exception from the provisions of section 1302 for all countries 
then receiving economic or financial assistance from the United States. The 
Council directed that the patterns of trade between these countries and the 
Soviet bloc be reexamined as rapidly as possible in order to enable the Council 
to determine: 

q. Whether the countries concerned have met the requirements of section 1302 
with respect to their controls over trade with the Soviet bloe, or, if not, the extent 
to which the requirements have been or can be met. 

b. Whether, in the absence of compliance with the requirements of section 1302: 

(1) It is in the security interest of the United States that the interim exception 
be withdrawn and assistance terminated; or 

(2) It is in the security interest of the United States, in the light of all con- 
siderations, that assistance be continued and the interim exception replaced by 
specific exceptions. 

5. This report deals with the following Western European countries: Belgium, 
Denmark, France, Italy, Luxemburg, the Netherlands, Norway, Portugal, and 
the United Kingdom.? In view of the fact that these countries not only participate 
with the United States and Canada in a mutual defense program under the North 
Atlantic Treaty but also participate with the United States and Canada in a 
common international program of security export controls affecting their trade 
with the Soviet bloc, many common considerations apply to all these countries. 
This determination therefore deals with them together. Separate analyses of 
the trade of each country with the Soviet bloc have, however, been made and are 
appended. 

6. The countries of Western Europe participating in the North Atlantic Treaty 
Organization received approximately $1,640 million under the ECA program in 
fiscal year 1951 and approximately $13 million in other forms of aid covered by 
section 1302. All of these countries are continuing to receive some form of 
assistance. 

7. Exports‘ to the Soviet bloe including China from the European nations 
participating in the NATO amounted to about 2.3 percent of their total exports 
during 1950, or approximately $350 million out of $14,860 million total exports. 
In the first 4 months of 1951, the latest period for which data are available, 2.1 
percent of $137 million of the total exports of $6,553 million were exported to the 
bloc. In 1950 the dependent overseas territories of the European NATO countries 
exported to the Soviet bloe goods valued at $382 million, two-thirds of which 
($281 million) were accounted for by exports from Hong Kong of goods originating 
in large part in other countries and reexported to China. In the first quarter of 
1951 Hong Kong’s exports to the Soviet bloc were valued at $133 million while 
in the second quarter exports declined to $98 million and in July declined even 
further to a quarterly rate of $53 million; 1951 data for other dependent overseas 
territories are not yet available. These exports include some goods which fall 
within the categories of materials and articles certified by the Secretary of Defense 
as required by section 1302. No individual nation in this group has been able 
to certify, for the period required by section 1302, that it has not exported to the 
Soviet bloc articles or commodities in the specified categories. 


Il, PROBLEM 


8. In the circumstances, therefore, the National Security Council has been faced 
with the choice of deciding that the economic and financial assistance being given 
to each of these Western European nations which are associated with the United 
States in the North Atlantic Treaty Organization should be discontinued, or of 


1 See NSC Determination No. 1, dated June 14, 1951. 

2 Iceland is a member of the NATO but not of the committee referred to in paragraph 11 below, and is 
therefore covered by a separate determination (NSC Determination No. 11, September 10, 1951). 

8 The trade analyses for Norway and Iceland are not appended, but are attached to NSC Determination 
Nos. 3 and 11, respectively. 

4 Includes reexports from United Kingdom, Netherlands, and Norway. Such data are unavailable for 
other countries. 
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deciding that such assistance should be continued in the security interest of the 
United States by granting exceptions to the provisions of section 1302. 


III. DISCUSSION 


9. In 1950 the NATO countries in Western Europe exported about $330 million 
worth of goods to Soviet bloc countries in Eastern Europe and imported goods 
worth about $445 million. This is less than one-half the prewar volume of trade 
and represents only 2.2 percent of the total trade of these countries. The impor- 
tance of such trade as continues with the east lies therefore not in the over-all 
volume of this trade but in the character of the goods traded. Half of Western 
Europe’s imports from the Soviet bloc in Eastern Europe (by value) is accounted 
for by three basic commodities—coal, timber, and grain. The degree of impor- 
tance of these imports varies considerably from country to country, but the fol- 
lowing figures are illustrative: In 1950, 40 percent of all the coal consumed in 
Denmark came from the Soviet bloc. The United Kingdom obtained 20 percent 
of its sawn-wood requirements in fiscal year 1950-51 from the Soviet bloc. In 
1950, 36 percent of the bread grains consumed in Norway were obtained from the 
Soviet bloc. In return for their imports, western countries export to the Soviet 
bloe certain raw materials and a variety of manufactured and semimanufactured 
goods. Over two-thirds of the goods exported, by value, are of neither primary 
nor secondary strategic significance. The remaining one-third, which were mostly 
of secondary strategic importance, were exported in order to obtain essential 
goods such as those indicated above. These exports, as indicated in more detail 
below, are subject to agreed controls in order to preclude any significant contribu- 
tion to the military potential of the Soviet bloc. 

10. The dependent overseas territories of the European NATO countries also 
trade with the Soviet bloc; in 1950 they exported goods valued at $382 million and 
imported goods valued at $232 million. Of this total over two-thirds was ac- 
counted for by Hong Kong’s trade with China. However, during the first 6 
months of 1951 the volume of Hong Kong’s exports to China decreased steadily 
from 113,000 tons in December 1950, to 69,000 tons in February 1951, 57,000 tons 
in April 1951, and to 18,000 tons in July 1951. Hong-Kong depends upon the 
mainland of China for the bulk of its food, fuel, and water. 

11. Since 1949, these Western European nations, together with Western 
Germany, have cooperated closely with each other and with the United States and 
Canada in developing and carrying out security controls over exports of strategic 
goods to the Soviet bloc. Representatives of the participating Governments 
maintain regular contact through a Committee on Security Export Controls 
located at Paris. This informal body is separate from the North Atlantic Treaty 
Organization. It has been functioning for a considerable period with the full 
participation of the United States. Although the fact of its existence has become 
known recently through unofficial channels, the details of its activities have 
continued to be kept secret. 

12. From the outset there was agreement in this Committee on the necessity 
to impose controls on exports of those goods which, after a careful technical 
study of the items and an examination of the importance of the specific goods to 
the Soviet bloe itself, were found to be of sufficient strategic importance to 
require either complete embargo or a careful control over the quantities shipped 
to the Soviet bloc. 

13. The countries participating in the Committee embargo completely all 
shipments to the Soviet bloc of arms, ammunition, and implements of war and 
atomic-energy materials. 

14. As a result of thorovgh multilateral consideration, the countries par- 
ticipating in the Committee also decided to embargo all items agreed to be of 
primary strategic significance. The criteria used in determining what goods 
should be embargoed or otherwise controlled are the same as those drawn up and 
used by the interested agencies of the United States Government for the control 
of United States exports. The differences between the United States lists and the 
international list are very small and reflect differences of judgment as to the 
strategic importance of certain goods. Ninety-five percent of the goods on the 
United States primary strategie list are now embargoed by the countries in the 
Committee.® 


5 The trade of these countries with China is not included in the above figures. During 1950 they exported 
goods worth approximately $23 million and imported goods worth approximately $62 million. This trade 
has been further reduced since the imposition of the United Nations embargo. 

* It would be contrary to the security interest of the United States and of its Western European partners 
to identify the specific goods which are denied to the Soviet bloc by international action or which are sub- 
ject to severe limitation or close surveillance. 
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15. These countries are also agreed on the need to restrict exports to the Soviet 
bloc of goods of secondary strategic importance, that is goods which if shipped in 
quantity would make a significant contribution to the war potential of the Soviet 
bloe.6 All countries participating in this international program have agreed that 
a certain level of exports of these goods may be needed to secure the import of 
goods from the Soviet bloc which are essential for their basic economies and which 
thereby support their defense efforts, and are engaged in regular consultation to 
determine within what limits such exports should be permitted. They have also 
decided that these goods should not be shipped to the Soviet bloc simply for the 
purpose of maintaining traditional export markets or developing new markets in 
that area, or in order to take advantage @f the exceptional! prices sometimes offered. 

16. Trade between individual western and eastern European governments is 
normally conducted by means of short-term bilateral trade and payments agree- 
ments which are enforced with import and export licensing systems. As a result, 
it is possible to assure that minimum quantities of goods of strategic importance 
are given in return for the imports required. Hard bargaining is the rule, and the 
United States through the operation of its programs of foreign economic assistance 
helps strengthen the bargaining position of its partners in the North Atlantic 
community. The United States and Canada, not being directly dependent upon 
the Soviet bloc for essential supplies and having little to gain from commerce with 
that area under present circumstances, are in a position to follow a much more 
restrictive export control policy than that of western European countries with 
respect to these goods of secondary strategic importance and can afford to ignore 
the economic and political considerations which the European NATO countries 
must take into account. 

17. These western European countries all maintain controls over their trade 
with China which are at least as severe as those described above. All these 
countries supported the United Nations resolution establishing an embargo on 
the shipment of arms and related items to China and enforce this embargo both 
in the metropolitan areas and in their dependent overseas territories. In addition 
to these controls Hong Kong, the largest trader, embargoes the shipment to China 
of a wide range of industrial equipment and material. 

18. The most frequent instances of shipments of strategic goods of the Soviet 
bloe are those which arise out of illegal transactions or as a result of transactions 
in which the goods are diverted to the Soviet bloc while in transit from one western 
country to another. Effective international cantrol over shipments in transit, 
and especially over shipments through free ports or in bond, presents very great 
difficulties; nevertheless, major efforts are being made to overcome these difficul- 
ties; and, after lengthy study, a special system of documentation has been designed 
to prevent diversions of goods in transit. This new system is already in operation. 

9. The goods of strategic importance still moving from west to east are 
largely goods of secondary strategic importance exported to buy essential goods. 
In part they also represent prior governmental commitments entered into before 
the present controls were adopted, or transit trade. Occasional exports of stra- 
tegic goods to the east are also accounted for by special processing arrangements 
under which a country in the Soviet orbit may provide raw materials or semi- 
finished goods for processing or finishing in a Western European country. A 
portion of the materials to be processed normally remains in the western country 
as payment for the service. On oceasion, western countries also export goods to 
the east (e. g., railway wheels and axles) under special arrangements in exchange 
for related goods (e. g., freight cars). 

20. In the struggle between the free world and Communist imperialism Europe 
is a critical and decisive area. We cannot be secure if western Europe is insecure; 
the European recovery program and our adherence to the North Atlantic Treaty 
explicitly recognize this fact. A Western Europe united in purpose and strong 
economically, politically, and militarily can serve, in association with us, as a 
strong deterrent to aggression not only in Europe but also in other areas of the 
world. The primary United States objective in Western Europe is therefore the 
creation of military and economic strength required to deter aggression and to 
safeguard and develop the values of the civilization which we share. Because in- 
dividual national strength is not in itself sufficient for the task of building the kind 
of total power, political, economic, and military, which the free world requires, a 
second United States objective is the development of close cooperation and com- 
mon action on mutual problems among the free nations of Europe and among the 
countries of the North Atlantic community. It has been the policy of the United 
States to develop these close political, military, and economic ties by encouraging 
and supporting activities such as the OEEC, the NATO, and the Schuman plan. 
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Because we believe that the challenge confronting the North Atlantic countries 
can best be met by mutual help and common action, we have also encouraged and 
participated in the development of the agreed controls over the exports of strategic 
goods outlined above. 

21. If, as the price of aid to its NATO partners, the United States were now 
unilaterally to insist on a termination of or a drastic reduction in current levels of 
East-West trade, in the control of strategic exports to the Soviet bloc might well 
be destroyed. Furthermore, the concept of multilateral action in the common 
security interests, underlies our entire mutual defense program. Abandonment 
of that concept would threaten the success of the program. Termination of aid 
would bring no extension in controls; on the contrary, it would increase the need 
for trade with the East; the growing economic strength of Western Europe would 
suffer a sharp setback; and the achievement of present defense plans would be 
greatly delayed. 

IV. DETERMINATION 


22. The National Security Council, in view of the foregoing considerations, 
determines that it would be to the security interest of the United States to make 
specific exceptions from the provisions of section 1302 for the Western European 
nations and their dependent overseas territories which participate with the United 
States and Canada in the North Atlantic Treaty Organization and in a common 
program of security export controls; namely, Belgium, Denmark, France, Italy, 
Luxemburg, the Netherlands, Norway, Portugal, and the United Kingdom. In 
the ease of Norway, this determination supplants the specific exception made 
earlier in NSC Determination No. 3, dated June 14, 1951. 


V. INSTRUCTIONS 


23. The National Security Council directs its Special Committee on East-West 
Trade, with such assistance as may be required from the departments and agencies 
concerned: (a) to keep under continuing review the trade with the Soviet bloc of 
the countries for which exceptions are made in this determination; (b) to continue 
to seek measures to strengthen and to make more effective the multilateral controls 
over the shipment of goods of strategic importance. 

24. The National Security Council directs its Executive Secretary to declassify 
this Council document. This declassified document will be submitted as a 
National Security Council report to the committees in Congress named in section 
1302 together with the trade analyses called for by that section. 

Mr. Gary. The balance of the material will be turned over to the 
clerk of the committee so that the members will have the benefit of it. 
As a matter of fact, I received a copy of it at my office and I imagine 
other members of the committee also received copies. 


EFFECT OF BATTLE AMENDMENT 


What effect will the Battle amendment have on the situation if and 
when it is finally adopted? 

Mr. Martin. Mr. Chairman, I think it is somewhat difficult to be 
precise about the effect which it will have. It gives instructions to 
the Administrator to prepare lists of items which it describes in 
rather general terms—strategic significance—and to withhold aid if 
countries ship those items. T think it is hard to foresee whether the 
Administrator will not consider that the lists which are presently 
agreed upon meet the requirements stipulated by the Battle bill. I 
think our judgment would be that they come very close and the 


question remaining will be whether, if there are items which are not 
now internationally agreed on, and which he feels are covered by the 
definition of strategic—we will then have to f° into negotiations with 


the governments and see whether they will agree with us whether 
they are strategic items. If they are, then there is no problem. 
If they are not, then there may be a problem. 
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As you will recall, I believe the Battle bill provides no exemption 
possibilities for arms and ammunition, implements of war. From the 
start there has never been any disagreement on that. Those have 
been prohibited completely by all the countries with whom we are 
cooperating. 

Mr. Gary. And atomic energy materials? 

Mr. Martin. Atomic energy materials are also in that group. [ 
am not clear that the situation would be quite as satisfactory with 
respect to some of the non-European countries, but I am afraid | 
am not competent really to go into that. Our situation is most 
firmly in lme with the European countries’ I believe, on the whole, 
who are by and large most important in terms of trade. 

Mr. Gary. You have agreed with them in the main as to what 
materials are strategic, is that right? 

Mr. Martin. That is right. 

Mr. Gary. There are just a few border-line materials that are still 
in disagreement? 

Mr. Martin. That is correct, sir. 

Mr. Gary. Have you been holding conferences recently to try to 
reach agreements on those? 

Mr. Martin. Yes; we have. We have had the group in Paris in 
fairly continuous session at various levels working out agreements as 
to what items should be on the list and the definitions of items. As 
to those, I may say, when we get into the highly technical categories 
of machine tools and chemicals and chemical equipment, for example, 
the problem of definition in our various languages which can be issued 
by governments that manufacturers and traders will understand, is 
one of the most difficult problems we have to deal with; because we 
do not use the same terms and sometimes we have to take models 
over there and show them, and let each person look at them, and let 
them put down what it means to them. 

But we are in fairly continuous process. We have had negotiations 
during the past summer very actively. Our Deputy Assistant was in 
Europe for about a month discussing additions to the list and we have 
made very substantial progress as a result of the discussions this 
summer. There are further discussions going on now with respect to 
items on the list. 

I should like to say this off the record, if I may. 

(Statement off the record.) 

Mr. Gary. Mr. Bissell, do you wish to add anything to what Mr. 
Martin has said? 


EFFECT OF EAST-WEST TRADE ON WESTERN EUROPEAN COUNTRIES 


Mr. Bissevut. Mr. Chairman, our main concern with this problem 
of east-west trade is in its impact on the Western European countries. 
I will just say a word about that and then, if I may, ask Mr. Cleveland 
to enlarge on it. 

As I think has been mentioned in earlier testimony, the situation 
that Mr. Martin has described requiring as it does a sharp cut-back, 
a sharp reduction in the total volume of east-west trade and closer 
controls over it, has interrupted a trade that has been normal in 
Europe and has in the past been of inestimable benefit to the Western 
European economy; that is, Western Europe benefited by its ability 
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historically to sell its manufactures in the east and obtain very 
important foodstuffs and basic materials from there. 

Ever since the war western imports of grain, lumber, and other 
wood products and coal have been and still are essential to the west. 
The cutting down of east-west trade has had clearly these two economic 
consequences. In a number of cases it has imposed actual and serious 
physical shortages and this winter’s possible and prospective coal 
crisis which I have mentioned in earlier testimony in a sense can be 
said to be due to the fact that Polish coal exports, especially, westward, 
have been declining very markedly. 

Mr. Gary. Can you give us any idea as to what would happen to 
Western Europe if east-west trade were cut off entirely, as some people 
advocate? 

Mr. Bisseuu. I think I should answer that in terms of the other 
economic consequence of the partial curtailment that has occurred, 
which other consequence has been to push the Europeans to buy 
much more largely in the dollar area than they did before. In terms 
of those two consequences I think your question can be answered. 

As to the three commodities I have mentioned, in the course of 
certainly the next 9 months, I question whether it would be physically 
possible to make up from any alternative source of supply, if all 
Polish coal shipments in the west were halted overnight. Over the 
longer run, the effect of cutting off coal shipments would be that 
Europe would have to depend even more heavily and | think con- 
stantly on imports from the United States, and that would aggravate 
the dollar problem. 

In the case of grain I am less clear; my impression is that Europe’s 
need for food grains, bread grains, could probably be met from other 
sources if imports from the east were completely cut off. But there 
are no alternative sources of feed grains sufficient to make up if all 
grain shipments to the west were cut off. 

Mr. Couprert. When you say other sources, do you mean sources 
other than the dollar areas? 

Mr. Bissextu. No, sir; I meant sources other than the iron curtain 
countries themselves. But most of these alternative sources are in 
the dollar area. ; 


> Couprert. Then they would be in the same category as the 
coal? 

Mr. Bisseutu. Exactly. In the case of lumber and generally certain 
other wood products, I think it can definitely be said that there are no 
other sources. Let me phrase that differently; that making the full 
use of all sources outside of the iron curtain, it would be impossible 
physically to replace more than a fraction of West Europe’s imports 
from the east. So that in the case of pit props, to some extent pulp, 
and general lumber, the main effect would simply be in the physical 
shortage with its very pervasive effects on construction, on mining, 
and on industrial activities. 

I have picked those three commodities and I am giving you a 
rough understanding—I have not looked at the figures recently— 
because those are the important and they illustrate very clearly both 
the effect of the curtailment that has already taken place and the 
broad effects that would follow from a complete cessation of that trade. 

I wonder, Mr. Chairman, if I could ask Mr. Cleveland to give you 
a few comments on this? I might add just this other general one. 
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Of course, the degree to which individual European countries are 
dependent on this trade varies widely. Austria, Denmark are very 
heavily dependent, especially on coal from the east. Britain has been 
very heavily dependent on Russian and East European lumber ever 
since the war. Both France and Italy, as well as the two smal! 
countries of Denmark and Austria, are getting quite a large part of 
their total imports still from Poland. 

In the case of Italy, it is a heavy importer of bread grains from 
behind the Soviet bloc. I suppose that Austria and Denmark are 
perhaps the two countries that are most dependent, and therefore 
most vulnerable and I think it is fair to say in the case of Austria it 
is hard to see how that country will become fully selfsupporting as 
long as its trade with the east has to be very narrowly restricted in 
scope. 

May I ask Mr. Cleveland to make a statement. 


BALANCE OF ADVANTAGE BETWEEN SOVIET BLOC AND THE FREE WORLD 


WITNESS 


HARLAN CLEVELAND, ASSISTANT ADMINISTRATOR FOR PROGRAM, 
ECA, 


Mr. Gary. I think it would be well for you to state for the record 
your official connection, Mr. Cleveland. 

Mr. Bissety. Mr. Cleveland is the Assistant Administrator for 
Program in the Economic Cooperation Administration and has general 
charge of that agency’s activities bearing on east-west trade. 

Mr. CLEVELAND. Mr. Chairman, I think the main thing that might 


be added to what Mr. Martin and Mr. Bissell have said, is a few com- 
ments on the relative advantage, the balance of advantage between 
the Soviet bloc as a whole and the free world as a whole, particularly 
Western Europe. 

From the Soviet Union’s standpoint, its objective for itself and for 
its satellites is to become self-sufficient, so they are probably not 
looking farther to rising and thriving trade with the free world; but 
they have some very critical deficiencies themselves that they want 
to fill and that they can only fill through trade. 

Cotton, wool, rubber, and tin are among those deficiencies. Per- 
haps the most important single deficiency is skilled labor and manage- 
ment which, in a sense, they can import from Western Europe, by 

etting machinery and tools and precision instruments of various 
inds. A lot of their hard bargaining in east-west trade is precisely 
for the purpose of trying to fill these duficienaien in their situation. 

They have, to bargain with, some very potent weapons. They have 
the grain, the coal, the timber, and other raw materials and foodstuffs 
and feedstuffs, too, that are needed by the west and which, while they 
could be replaced to a certain extent within the free world, such re- 
placement would involve tremendous supply difficulties and tremend- 
ous financial difficulties as well because, as Mr. Bissell indicated, most 
of them would have to come from the dollar area. 

The Eastern European Soviet bloc—that is, not counting China, but 
including Russia—gets about three-fifths of its total imports from 
Western Europe, mostly machinery, iron and steel, chemicals, the kind 
of thing that is useful to the Soviet for its own industrial purposes; 
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the kind of thing that, if it were cut off entirely would not cripple the 
Soviet Union economically, but would delay its internal development 
lans. 

. Now, looking at the same trade the other way, what Western Europe. 
gets from the Soviet Union, and particularly its satellites, they are, as 
has been mentioned, coal, timber, grain and other primary products 
for the most part, although there is some transportation equipment 
and some other minor exchanges of machinery. But the coal, timber, 
and grain together account for about half of that total flow from behind 
the iron curtain out. 

So that it is really in those categories that the main problem lies, the 
machinery and the equipment, the import of skilled labor and manage- 
ment, if you will, one way, and the export from the Soviet bloc of these 
very important primary products. 

The immediate effect, therefore, of a complete cut-off—to go back 
to your question a moment—would be a really crippling problem for 
Western Europe, a problem which if we did not step in very vigorously 
on the United States side would be really unsupportable and even 
when we did step in, would represent very serious problems to the 
Europeans. Dependence on our coal supply under the present diffi- 
culties of port capacity and shipping, and with the always-present 
possibility of a coal strike, and so forth, is really not something that 
the Europeans, who are dependent on Polish coal—let me put it this 
way. They do not like to turn to that frying pan from the fire that 
they are in, very much. 

Our problem, therefore, from this economic. standpoint, is to help 
our friends in Europe drive the hardest bargain they can on this 
bilateral trading kind of basis. 

But to do that without having to do a big replacement job, and 
pay for coal or grain or timber, none of which would be wholly avail- 
Ha in the quantities required anyway, would be extremely difficult, 
so that we have to try to help our partners get the best deal they can. 

By and large I think it can be said that the present deal as it now 
stands, with the restrictions that they have put into effect, the com- 
plete embargo on items of primary strategic significance and quanti- 
tative controls over secondary items, that they have put into effect 
by mutual agreement through this informal coordinating committee in 
Paris—the result of all this is a situation where the balance of ad- 
vantage lies with the free world rather than with the Soviet bloc and 
where the immediate effect of a complete cut-off would be consider- 
ably more serious for our side than it would be for the Soviets. So 
that our primary objective here is in the process of being carried out, 
if we look at the matter as we really have to look at it, not as a ques- 
tion of Europe’s trade with the Soviet bloc, but trade of the free world 
as a whole, and particularly of our partners in Europe. 

I think that is really all I need to add. 

Mr. Gary. As I understand from your explanation, if the East- 
West trade were discontinued entirely, it would mean that we would 
have to supply certain materials which Western Europe would have 
to have. Some of these materials are already in short supply in this 
country but, in addition to su plying the materials, since the European 
countries are already using all of their dollar resources, we would have 
to increase our appropriations in order that they might be able to 
buy those materials, is that correct? 

89249—51—pt. 226 
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Mr. CLevetanp. I think that is about the way it stands. 

Mr. Covupert. In other words, east-west trade has an important 
impact upon the burden of foreign aid borne by the United States? 

Mr. Gary. That is right. 

Mr. Bissevu. That is correct, sir, unquestionably. 

Mr. Gary. What would be the consequences to the Soviet Union? 

Mr. CieveLanp. The consequences to them would be first, they 
would not have a market for some of the primary materials that they 
normally export to Western Europe; and secondly, they would have 
to slow down their own internal development, industrial develop- 
ment, because they would not be getting quite as much, they would 
not have quite as much total physical input, to put into this develop- 
ment program. 

There is no evidence, though, that the cutting off of what they are 
getting from the free world would have a major effect on their own 
war potential, or on their own ability to develop the munitions 
industry. 

Mr. Gary. Are we still getting strategic materials from the Soviets? 

Mr. CLEVELAND. Manganese is the main item. 

Mr. Gary. Are we still getting some manganese? 

Mr. CLEVELAND. Yes; some from Russia. 

Mr. Gary. How about chrome? 

Mr. Cieveanp. | think very little at this point. Even during 
the war most of our imports of chromite came from Turkey and 
other places and not directly from the Soviet Union. 


CONTROL OVER EAST-WEST TRADE 


Mr. Gary. Do you feel that the east-west trade is being pretty 
well controlled at the present time, or is there evidence that a lot of 
bootlegging is going on? 

Mr. CLevetanp. You never have a controlled system that does not 
have some bootlegging connected with it. I do not think we will ever 
be able to say, or ever should say, that the control is perfect, unless 
there just is not any trade at all. I think that tremendous strides 
have been made in the last couple of years in setting up these parallel 
arrangements among the various countries that are involved in this 
trade, and in getting a real meeting of the minds as to what is of 
strategic significance. I think to get as close as a 5 percent difference 
between our strategic item list and the so-called international list is 
really quite a remarkable piece of negotiation in itself. 

I think as far as getting agreements with governments is concerned, 
the United States, taken as a whole, has gone a long way in the last 
couple of years. I think the support that was given to the United 
States position in connection with the China embargo was evidence 
of the growing meeting of minds. 

There are a great many physical difficulties m the trade. Take, 
for example, West Berlin: West Berlin cannot be physically sealed 
off from the Soviet bloc since it is right in the middle, and since a lot 
of people in West Berlin work in the Soviet bloc, in the eastern zone. 

Germany is the most difficult problem by far from the standpoint 
of the physical control of trade going back and forth. 

I think the big thing that has been achieved is this community of 
interest which extends to our partners in this coordinating committee, 
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and extends to some extent to the countries that are politically 
neutral. 

Mr. Gary. As you say, no controls are perfect. Do you think the 
present controls, from the standpoint of effectiveness, are fairly 
satisfactory? 

Mr. Cuievevanp. I think “fairly satisfactory” is a fair term. I 
think they need constant attention and constant watching and con- 
stant work and constant improvement. After all, this business of 
trade security controls is pretty new in the postwar period. There 
was not this kind of control until the last couple of years on any sort 
of scale at all. 

You do not have in peacetime a lot of advantages that you have in 
war. You do not have, for example, a navicert system. You do not 
have, more or less, a monopoly of the shipping lanes of the world by the 
United States and the United Kingdom, as you have during a war. 
So, I think it is going to take a lot of work. 


RESHIPMENTS 


Mr. Gary. What about reshipments? 

Mr. Martin. May I add to that, we think the fact that for the last 
2 years now every one of the Soviet bloc countries has taken every 
opportunity they could to complain and protest about these controls 
is some evidence of their effectiveness. 

Mr. Gary. Is the reshipment problem being fairly well controlled 
at the present time? : 

Mr. CLEevELAND. That is one of the physical leaks in any system; 
the fact that it is possible to confine a cargo to one place and have it 
lay over there for a few days and go on to another place without per- 
haps leaving the ship. Again, there is nothing you can do about that 
without the cooperation of the country involved, and it is through 
this process of agreeing with the country that it is in their interest as 
well as ours that that particular type of shipment be stopped that you 
really attack the problem of transshipment through a country. I 
think that that transshipment trade through some of the countries in 
Western Europe is on the decline now and will continue to be on the 
decline because the countries themselves agree with us that it is the 
best basic objective. 

Mr. Gary. There was a transshipment problem in our country 
not so very long ago. Has that been entirely checked now? 

Mr. Cievevanp. I think the transshipment problem in our own 
country, if I am not mistaken, was always rather the exception than 
the rule. The big part of the transshipment problem is in European 
countries, particularly in the so-called free ports, where it is possible 
for shipments to go in and out without really entering the country’s 
control system at all. 

Mr. Gary. It seems to me that we had some publicity about a 
shipment of some kind of material to the United States which was in 
turn transshipped to Communist China. 

Mr. Bissett. I think that could happen with our own free ports 
here, and with others. Of course, to point up a remark that Mr. 
Cleveland made, today, as far as I am aware, all the controls in use 
in this country and others are controls at the point of export. At 
one time the controls on commodity movements were physical con- 
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trols. It was on what went into a vessel physically that left New 
York Harbor that was controlled very fairly. Today it is what is 
cleared for export by customs inspectors. 

Wherever there is a free port and wherever it is possible, for in- 
stance, to issue a bill of lading specifying one destination but giving 
the shipper the right to change destination while the cargo is at sea, 
wherever such practices exist, the kinds of controls that we enforce, 
and all other governments today, are going to have leaks in them. 

Mr. Martin. Off the record. 

(Discussion off the record.) 

Mr. Gary. I made some study of this problem in the spring, and 
it was just about that time the complaints were made about these 
transshipments to China from the United States, and I was assured 
at that time by the Department of Commerce and the Department of 
State that measures had been takea to prevent that in the future. 

Mr. Covupert. I would like to address a question to Mr. Bissell 
and then one to Mr. Martin. 

In the first place, I would be interested in Mr. Bissell’s impression 
as to what would be the long-term effect upon the strength and power 
of the Western European countries if the present partial embargo upon 
east-west trade were lifted and the normal trade, as far as possible, 
allowed to carry on. 

That is point No. 1 that I would like to ask Mr. Bissell to answer. 

Secondly, I would like to ask Mr. Martin whether the State Depart- 
ment has considered, and if it has considered, what its impression is, 
as to the political repercussions behind the iron curtain on the satellite 
states of the partial embargo upon trade between Western Europe and 
those satellites, having in mind that very possibly sharp curtailment 
of the normal East-West trade would have the political effect, at least, 
of driving them more and more into the arms of Moscow by making 
them more and more dependent upon themselves and their fellow 
satellites and Russia itself. 


EFFECT OF LIFTING EMBARGO ON EAST-WEST TRADE 


Mr. Bisse. I will address myself to the first of your questions, 
and I am sure that you want an answer on the economics of the matter. 

Mr. CovupeErt. In the first instance; yes. 

Mr. Bisse... I think, sir, the answer is really implict in what | 
have already said. There is no doubt in my mind that if all the limita- 
tions and measures of curtailment that grow out of these essentially 
political situations could be removed on both sides, that is, both by 
the western states and any such measures as might be imposed by the 
eastern states, there could be a sizable and rapid expansion of that 
trade and that it would markedly improve the economic position of the 
West European countries. 

Mr. Coupert. Do you have any impression to what degree, if 
any, the eastern satellites are in effect limiting trade, or to what 
extent they would be disposed to go along if the trade were reopened? 

Mr. Bisse.u. It is hard for me to say, sir, because they, after all, 
do not have any considerable amount of free trade, at least, free pri- 
vate international trade. It is almost entirely state trade. 

I believe that the Eastern European governments, by and large, 
would be entirely willing to increase their exports of basic materials, 
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notably lumber, grain and coal, as far as they could without burting 
their own economy, if they could get in exchange for them the kind 
of industrial products that the west would have to supply. 

Mr. Covupert. To the extent that such trade were alloyed to 
develop on a large basis, the demand for aid from the United States 
would be reduced? 

Mr. Bisse.u. Certainly it would be sharply reduced. 

May I just finish answering your question because I think, Mr. 
Coudert, there are a couple of limitations that one ought to have in 
mind. 

First, these European countries, the satellites as well as Russia, are 
industrializing and they have growing populations, and therefore, 
quite aside from politics, I think that the very long-term trend is 
toward a smaller export of foodstuffs and basic materials westward 
and ultimately a lessened dependence of the eastern countries on the 
industrial production of the west. I think that is a slow, gradual, 
long-term development, and it does not modify what I have just 
said, but in the short run, and for a good many years to come, the 
trade would be economically larger and more valuable to the west. 

The other limitation is of a different character and has to do with 
the fact that, given the conditions as you postulated them, one must 
still allow for some bargaining by the eastern governments and my 
own guess is what you would find, even if all western restrictions were 
removed, would be that the eastern countries would not be anxious 
to expand their exports to the west much beyond the available supply 
from the west of the particular categories of- goods that are most 
needed in the east. What I am saying is, where purely commercial 
considerations, as we think of them, might dictate, say, a 30 percent 
expansion in trade, I think it is very possible that by the time half 
that expansion had in fact been accomplished, the eastern countries 
would be getting all the steel and machinery and bearings and com- 
ponents that they could find in the west—-and they would be unwilling 
to expand the trade further, so there in a sense the bargaining position 
of the eastern countries would set a limit higher than the present one 
but well below what could well be theoretically achieved in a different 
kind ef world. 

Mr. Couprert. Thank you very much. 

Now, Mr. Martin, if you remember my question—— 

Mr. Martin. I would like to put my answer on the record but with 
the privilege of editing it. It is a good point that I would like to go 
into reasonably fully and it may take some working over. 

Mr. Gary. That is understood with reference to the entire record. 

Mr. Martin. I would like first to add a political comment to Mr. 
Bissell’s answer to your first question. 

I would not think that we could foreclose, looking at it over the 
longer term, as you suggested, the possibility that the Soviets might, 
if they were able to get the things they want from the west more freely 
and in larger volume, accomplish sooner than they otherwise would a 
degree of self-sufficiency that would lead them to believe that it was 
not to their interest to have an embargo on trade at a time when it 
would be less advantageous to us. It would make them freer to 
pick a time when they were sufficiently well equipped industrially, with 
the things that they needed from the west, when it would be most 
political embarrassing to us and they could ring down the curtain on 
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us. I think that we have to keep that in mind; that they are driving 
for self-sufficiency. That is a part of the whole communistic doctrine 
and the faster we help them to attain that the sooner they will be 
able to have the complete whip hand over trade. 
Mr. CovpeErt. I assume that is the basis of your embargo policy. 
Mr. Martin. Yes; the alternative is that. 


POLITICAL EFFECT BEHIND IRON CURTAIN OF PARTIAL EMBARGO 
AGAINST SATELLITES 


On your second question, it is a question which we have considered 
very carefully. It arose most urgently in connection with how we 
should treat Tito economically after he defected, and what method of 
treatment, as contrasted with the treatment of other satellites, would 
be most conducive to weakening the hold of the Soviets over the 
satellites. 

There are a good many refinements one might develop. Our basic 
position was that the most effective thing we could do was to treat 
Tito generously, and the first big gesture we made was to make sure 
that licenses which had previously been held up for a rolling mill 
should be granted. At the same time, the Poles and the Czechs had 
licenses for steel mill capacity completed and partially paid for in this 
country which we refused. We thought that made dramatic, as 
dramatic as we could, the difference between the policy we accorded to 
a Communist state which was no longer under Kremlin dictation and 
Communist states which still were under Kremlin dictation. 

I do not think that we would feel that any leniency in the trade with 
the satellites would have any significance at this time. They are 
under Kremlin control essentially for military reasons, or by military 
needs, perhaps I should say, and not economic needs. Economic 
needs are there, but they are not the vital bind between the satellites 
and the Kremilin. 

So far as the military power is there, other factors are not very 
important. Economic well-being in those countries, trade with the 
west which causes that well-being, redounds to the credit of the 
governments and the governments are Communist dictatorship 
governments. 

A larger or smaller volume of trade, in our judgment, will not 
materially affect the strength or the size of the opposition to the 
Communist dictators, and in any case the oppositions are not in 
position to be particularly effective at this time. That situation may 
change from time to time and is being watched with great care. 

There is just one other point. There are some who argue that 
trade is a window which we should keep open, that we have contacts 
with countries through trade, which is desirable. 

For the last several years that has seemed to most of us to be a fiction 
rather than a fact. Trade was conducted with state functionaries. 
Such businessmen as might get their own trade were rather restricted 
in their movements and in their contacts with persons outside the state, 
and functionaries that were not strictly Communist members and com- 
pletely loyal were soon replaced by persons who could be entirely 
trusted. It is not a fact that trade gives us much of a window behind 
the curtain when it is of any real value. 
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Mr. Covupert. Are those views unreservedly accepted by our friends 
in London and Paris who are so much closer to it and to whom it means 
so much more than it does to us? 

Mr. Martin. No; I would not say that they are unreservedly ac- 
cepted, but as a general principle I think they are. Their lack of ac- 
ceptance would be one reason why they would object to a complete 
embargo. 

We have other reasons, but they would add this one: They are not 
rejected to the extent that they think our present selective policy is 
unwise. 

Mr. BisseLu. May I say, in further answer to your question, | 
have a strong impression that what appears from this distance to be 
perhaps a greater willingness or desire of our European allies to main- 
tain their trade with the east grows directly out of the economic fac- 
tors, obvious and immediate economic benefits to them, and has very 
little to do with a feeling that this will have beneficial political connec- 
tions. 

Mr. Martin. I think it is rather the negative, not that it will 
have beneficial effects, but the absence of trade will have a negative 
effect in increasing strain and tension. 


DISCUSSION OF INCLUDING ITEMS NOT NOW ON EMBARGO LIST 


Mr. WicGLeswortu. It is a fact, is it not, that in spite of 
the aid we have rendered, and in spite of the efforts which ECA and 
others have made, there are today a substantial number of items which 
this country believes should be embargoed against shipment behind 
the iron curtain which are not in fact included in the embargo lists of 
our allies overseas? 

Mr. Martin. There are a number of items. I think we would not 
be prepared to say in terms of the size of the list with which we started, 
and with the difficulties in reaching a common understanding, that it 
is a substantial list. I think that it should be stated that the items in 
disagreement— 

Mr. WiGGLesworth. It is an important list? 

Mr. Martin. Well, I was just going to say, by and large, the items 
disagreed on were more of the borderline ones which, because of effec- 
tive intelligence, or just because that is what the facts are, it is difficult 
for us to demonstrate are strategically vital to the Soviet Union. 

Mr. WicGLeswortn. We feel sufficiently clear in the matter are we 
not to embargo them on our list, applicable to articles passing from 
this country to Europe? 

Mr. Martin. We do; realizing that the embargo does not hurt us 
materially or have any great effect on our own economy. Our manu- 
facturers have plenty of other orders and are not dependent upon 
imports from the Soviet. 

Mr. WiaecieswortH. You have tried to obtain agreements with 
our allies with respect to these items that we are referring to without 
success. ; 

Mr. Martin. That is correct, sir. That is, without success thus far. 

Mr. Wiaee.eswortu. It is also a fact is it not, that over the years 
there has been a substantial flow of items that we have felt should 
not go behind the iron curtain, which have in fact gone there, par- 
ticularly through Germany, and also in other ways? 
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Mr. Martin. There has been a flow through Germany, and by 
other means which we would prefer to control. We have no evidence 
as to the size of that flow. We have occasional intelligence reports 
specifying individual shipments which, by and large, are for the most 
part, small. To what extent they are representative we cannot tell. 
I think it is true during the past 6 or 9 months the control over that 
flow, particularly from Germany, has been very materially improved 
by a number of measures which Mr. McCloy and the Federal German 
Republic have taken. 

Mr. WicGLesworrs. Only 3 months ago when we were in Paris 
we heard described to us specifically the various steps that had been 
taken in Germany, in an effort to get this thing under real control. 

Mr. Martin. One must realize that the line in Germany was never 
a border. It has some of the machinery of a European border in 
terms of customs guards and controls. 

Mr. WicG.Lesworts. I just want the record to show the facts. 

Mr. Gary. Is it not also true that the strategic value of some of 
these items upon which there has been no agreement depends largely 
upon the volume in which they are shipped? 

Mr. Martin. That is correct, sir, and with respect to them there 
is an agreement as to volume controls, by and large. 

Mr. WiGGLeswortH. That is all. 


EFFECT QF DECISIONS MADE AT OTTAWA UPON CONTRIBUTIONS TO INFRA- 
STRUCTURE EXPENDITURES 


Mr. BissExu. I believe during the course of the testimony a question 
was raised as to the effect upon our estimates for all the European 
countries of the decisions made at Ottawa concerning NATO con- 
tributions to so-called infra-structure expenditures; that is, to the 
cost of building primarily air-base installations in Europe. 

I have testified in the course of my earlier appearance before the 
committee that in our balance of payments figures for each country 
we have made an allowance for the then available estimate of United 
States military expenditures in the country in question. 

Mr. WiaGcLeswortn. Prior to the Ottawa meeting? 

Mr. Bisseuu. Prior. Those figures were compiled prior to the 
Ottawa meeting. 

In the last few days we have obtained from the Defense Department 
revised estimates for fiscal 1952 covering these same items. These 
estimates allow upward revisions in the Bae for certain categories 
of expenditure. In particular I understand that the total estimates 
for construction expenditures in France and French Morocco have 
been revised upward to some $130 million, reflecting, among other 
things, the agreement of the United States to make large eons 
to the cost of the infra-structure portion of the installation. 

Mr. Wiaciesworth. If I may interrupt, does that mean that the 
United States is going to put in $130 million more to European 
countries for infrastructure than was contemplated before that 
conference? 

Mr. Bissett. The item here is for construction, and that may 
include other kinds of construction, but with that understanding I 
believe the answer is “‘Yes’’ to your question, that this represents an 
upward revision of the total. 
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Mr. O’Hara. Off the record. 

(Discussion off the record.) 

Mr. Bissett. May I clarify those figures. The figure of $130 
million represents a total cost, or the United States share of the cost, 
of NATO construction in France and French Morocco; that is, the 
United States contribution to the infrastructure. It is the new figure 
and is larger than the previous one. 

Mr. WiaGLteswortu. The new figure as a result of agreements 
reached at the Ottawa Conference? 

Mr. Bisseuy. Correct. 

Mr. WicGLeswortn. And compares to a figure prior to that time 
of what amount? 

Mr. BissEe.u. I do not have the earlier figure for that one item, sir, 
but if I may give it for the record I will. 

Mr. WiaciteswortnH. I wish you would. Perhaps someone else 
would have it here. 

Mr. BisseLu. The former figure was approximately $113 million, 
so that the increase in that one figure is of the order of $17 million. 

Mr. WiaGLeswortH. What is the $885 million figure? 

Mr. BissEe.u. In spite of the increase, sir, in this one item, the 
estimate for total expenditures in the whole group of countries now 
stands at $885 million; in other words, it has gone up by approximately 
$17 million from the earlier total. There has been, therefore, a 
decided upward revision of expenditures for one purpose and in one 
category. 

Mr. WieGLeswortu. The $885 million includes the $130 million? 

Mr. Bisseiu. It does, and the earlier figure of $867 included the 
earlier subtotal of $113 million for NATO construction. 


AVAILABLE FUNDS FOR CONSTRUCTION OF FACILITIES 


Mr. Gary. What are your available funds for the construction of 
facilities? 

Mr. Bissett. The estimated expenditures for that purpose, Mr. 
Chaiman, I would have to add. I have them here for the three 
services, and I will provide that information for you for the record. 

Mr. Gary. Providexit for the record. 

(The information is as follows:) 


Estimated total construction cost for Europe by Department of Defense 


{In millions of dollars] 





Obligations Expenditures 
1952 1952 














Mr. Bisset. The point I want to make with this testimony is to 
advise the committee that the net effect of the Ottawa agreement and 
the various other changes that have been made in these figures in the 
last few weeks have been to slightly reduce the estimates of United 
States military expenditures. 
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AUTHORITY TO FINANCE EMIGRATION FROM CERTAIN EUROPEAN 
COUNTRIES 


Mr. Gary. Mr. Bissell, in the authorizing legislation there is a 
proviso: 


That not to exceed $10 million of the funds made available pursuant to this 
paragraph shall be utilized to effectuate the principles set forth in section 115 (e) 
of the Economic Cooperation Act of 1948 as amended. 


Will you tell us the reason for that provision and the program which 
is contemplated under it? 

Mr. Bissett. The effect of that provision is to continue the author- 
ity that the ECA has possessed to use funds within a stated limit to 
promote and, in part, to finance emigration from certain of the 
European countries. 

I would like to say, sir, that I think for the last 3 years it has been 
very widely recognized that the extremely large population growth 
of the last 10 years, and the current very high rate of population growth 
in certain of the European countries, has created a social and economic 
problem. I think it is most acute in Italy and Germany. In Ger- 
many it is acute because the very large influx of refugees has not 
been wliolly absorbed into the society and there is still substantial 
unemployment; in Italy because the natural growth of population 
has proceeded at a rate much more rapid than the growth of employ- 
ment opportunity. 

In both countries, therefore, there is a chronic and _ persistent 
unemployment, even in the face of general prosperity. 

That unemployment has a variety of purely economic effects as 
well as its obvious social consequences. For one thing, it has given 
rise to “make work” devices and it provides a political basis for 
requirements in Italy that individuals be carried on private payrolls 
even when not employed at all, or not fully employed. While this 
has improved in the last 2 years, it still prevents as rapid an expansion 
in productivity as might otherwise be achieved. 

There are, therefore, purely economic policies for wishing to supple- 
ment our efforts to expand total production in those countries with 
measures to encourage a higher rate of emigration from them. That 
is the general purpose and background of the provision. 

As <A the program, sir, no program has been presented by us to 
carry out the terms of that provision. As a matter of fact, even in 
the original sum requested to be authorized there was no explicit 
provision of an amount of $10 million over and above the other 
needs of the countries in question for funds that could be used for 
the purpose of encouraging and financing emigration. 

Mr. Gary. The 1948 act provided that— 
the Administrator shall encourage arrangements among the participating countries 
in conjunction with the International Refugee Organization, looking toward the 
largest practicable utilization of manpower available in any of the participating 
countries in furtherance of the accomplishment of the purposes of this title. 
The Administrator shall also encourage emigration from participating countries 
having permanent surplus manpower to areas particularly underdeveloped and 
dependent areas, where such manpower can be effectively utilized. 

Mr. Bissetu. Of course, there are many actions, Mr. Chairman, 
under the terms of that language, that have been taken, but have not 
involved the direct financing of the population movement. 
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The Organization for European Economic Cooperation has worked 
at this problem. Its principal efforts, of course, have been to en- 
courage countries with a labor shortage in Europe to allow the immi- 
gration of labor from the labor-surplus countries. I think it has to 
be said, sir, that the accomplishments in this field have not been very 
great. I believe there are some Italian miners at work in the French 
coal mines and I believe France is permitting some modest further 
immigration. The British Government is recruiting labor, I believe, 
also, in Italy, to supplement the inadequate British labor force in the 
coal-mining industry. 

Certainly in the latter case the rate of recoupment and the rate of 
immigration is so limited that it is making very little impact on the 
labor shortage in Britain, and, of course, still less on the surplus labor 
in Italy. 

The particular measures that we have taken in one or two cases 
and that have involved the expenditure of funds have been of two 
sorts. First, there is some contribution toward the actual cost of 
transporting emigrants. The other has been to furnish funds to 
cover a part of the cost of settling them in countries outside of Europe. 

I am going to ask Mr. Cleveland, if I may, to give you some of the 
further detail, if the committee wishes it, on what we have done. 

We have one pilot project in Brazil, and a rather small sum of dollars 
was used out of the aid to Italy in the preceding fiscal year to cover a 
part of the costs of settling these immigrants in a community in 
Brazil. This was undertaken purely as a pilot project, a demonstra- 
tion project, if you will. It has been our policy to avoid up until this 
any financing on a large scale of such a population movement. 

Mr. Gary. I had a telegram just a day or two ago from New York 
with reference to this matter. My recollection is that the telegram said 
that you had informed them that there were no funds available for this 
purpose. 

Mr. Bisset. That is correct, sir. I was going to explain that no 
program calling for the expenditure of funds for this purpose has been 
submitted this year. 

In the light of the reductions in the sum actually authorized, as 
compared with the request, we do not see our way within these limi- 
tations to provide any funds out of this appropriation for this purpose. 
It is, therefore, a very real possibility that this provision which you 
read in the legislation will not be implemented with any expenditures 
in the current fiscal year. ° 

I do want to say that we regard this as a serious economic and social 
problem. We believe that to give some relief to the population pres- 
sure—most importantly of all, in Italy—would have a very important 
effect in that country. If it could be done on a sizable scale and con- 
tinuously over a period of years it would undoubtedly open horizons 
for the individual Italian situation, and in my view, could contribute 
significantly to winning more of the Italian people away from com- 
munism and cementing their allegiance to the West. 

Mr. Roonry. What effect would this have on the economies of 
Brazil, Chile, Ecuador, Colombia, Venezuela, and such countries to 
which they might be removed? 

Mr. Bisseiu. I think that well administered, Mr. Rooney, such a 
population move could have a most highly beneficial effect in those 
countries. I believe most, if not all, the countries you have mentioned 
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have large unexplored resources and unsettled areas. In most cases 
the development is limited by a shortage of labor, and in some cases 
even agricultural development as well. 

It seems to me that a population move of the sort I have been dis- 
cussing is one of the ways their basic resources could be developed 
in a way complementary to those of European countries and our own. 

In spite of the benefits I would see flowing from this I would em- 
phasize, I think the benefits are much more likely to be appreciable 
if the migration can continue on a significant scale and with some 
continuity. Given the emphasis in our authorizing legislation this 
year on the security objectives, and especially on the relatively short- 
term objective of increasing the military strength of our allies in 
Europe, it is my feeling that within the sum we are now discussing 
we would in all probability not be able to make any funds available 
for this purpose. 

That, of course, might be modified if there should be a decision to 
transfer some funds from military end item assistance to economic 
assistance under the terms of the authorizing legislation. However, 
I think we cannot hold out very much hope for finding the funds to 
implement this section of the law in the current fiscal year. 

Mr. Rooney. Unless they were earmarked for that purpose. 

Mr. Bisse.u. That is correct, sir. Of course, the judgment I have 
been expressing, Mr. Rooney, as I am sure you appreciate, is that we 
would place a lower priority in our judgment on this use of funds, 
desirable though it would be, than on the other uses from which the 
funds would be diverted. 

Mr. Martin. Mr. Chairman, I would like to add that we find our- 
selves in the State Department in a very difficult position in this 
connection. 

We appreciate, or have the same point of view that Mr. Bissell has 
expressed. I doubt if we could put it as eloquently as he has done. 
However, we do appreciate the advantages of carrying on this migra- 
tion program. If we do not have this $10 million available this year 
we have ships all fitted out for the purpose which will have to be 
returned to the Navy, decommissioned, and modified, at least so far 
as we can foresee. Nevertheless we are also in a position of complain- 
ing from time to time that the country aid allocations are not as large 
as they should be to individual countries. It puts us in a very difficult 
spot. 

About all we can say, I think, is that we are very strongly convinced 
of the desirability of carrying on this program. We are not in a 
position, really, to say that the ECA is wrong at all in their judgment 
about the priority demand for funds. We are hopeful that somehow 
arrangements can be found to make enough funds available to keep 
at least a small interim operation going and not lose the momentum 
which has been built up by the measures taken in the last year or so. 
It will have to be under different auspices than the IRO, and in that 
connection may I say that our people are going over to a conference 
of the ILO to explore the possibilities of an interim authorization, if 
they can find funds to finance it with. 

Mr. Rooney. In place of the ILO? 

Mr. Martin. I would think that would probably be the situation, 
yes. 





ases 
ases 


dis- 
ped 
wri. 
em- 
able 
ome 
this 
ort- 
3 in 
sing 
able 


1 to 
mic 
yer, 
3 to 


411 


Mr. Rooney. Why? 

Mr. Martin. The only proposal that has been made to use ILO is 
for a long-term project. We are not, I think, prepared at the present 
time to commit ourselves to a long-term project or to a long-term 
project under ILO sponsorship. We feel we need to know more about 
the financial feasibility of the program and about the administrative 
problems and the nature of the administrative organization to deal 
with them. 

I think we are somewhat more disposed, also, to feel that this migra- 
tion problem can be more effectively conducted in an organization in 
which only the directly interested countries participate than an organ- 
ization such as the ILO, which has a very broad membership, in- 
cluding probably more countries that are not interested than countries 
that are. Money will be spent more efficiently if it is done by the 
coment who are putting up the money, and if they have complete 
control. 

1 think that is a somewhat tentative position, which we are still 
exploring. 

Mr. Rooney. I imagine there are some other reasons that you do 
not want to state on the record, too. 

Mr. Martin. Off the record. 

Mr. Rooney. In any event, suppose that we indicate here in some 
detail what Mr. Cleveland has to say with regard to the pilot project 
referred to a moment ago by Mr. Bissell. 

Mr. CLEVELAND. There are really three different kinds of expendi- 
tures. There are transportation costs, which in the past fiscal year 
apply mostly to the transportation of some 2,000 Greek refugees who 
were eligible for entry into this country under the DP Act but were 
not eligible for transportation assistance from the IRO. 

Mr. Rooney. How much did that cost? 

Mr. CLEVELAND. $230,000 in fiscal 1951. 

Mr. Rooney. Go ahead. 

Mr. CLevELAND. There is an authorization for $1 million of 
technical assistance to the Organization for European Economic 
Cooperation, in Europe, to finance some field work by the ILO in 
facilitating migration and standardizing training arrangements and 
occupational classifications and so forth. 

Mr. Rooney. Has that money been transferred to the ILO? 

Mr. CLEeveLAND. A part of it has, yes. 

Mr. Roonry. How much? 

Mr. CLEevetAND. $463,000 of that has been obligated for specific 
projects, under this $1 million authorization. 

Mr. Rooney. What has been done with the $463,000? 

Mr. CLeveLANnbD. Well, there are a series of activities. One is to 
help develop the machinery in the emigration countries to determine 
the number and skills of migrants available. 

Mr. Rooney. Let us have some detail about this. Those are just 
so many words. What do you mean? 

Mr. CLeveLanp. Well, I can read in or put into the record a list 
of all the specific projects. 

Mr. Rooney. May I see it? 

Mr. CLevevanp. Yes [handing document to Mr. Rooney]. 
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It is mostly to pay for people who are doing things both in the 
emigration countries and in the countries to which the emigrants 
will go, which are necessary to the movement. They classify them 
as to skills and as to families and so forth, and they help them in the 
immigrating countries with reception arrangements and so forth. 

Mr. Rooney. When did these payments first start to the ILO? 

Mr. CLEVELAND. Back during the early part of the fiscal year 1951. 

Mr. Rooney. I take it that the date on which the first item was 
approved, September 28, 1950, is the date of the transfer of funds? 

Mr. CLEVELAND. No, sir. 

Mr. Rooney. Or approximately that? 

Mr. CLEVELAND. It is the date of the approval of the project. The 
transfer of funds actually takes place when the documents are received. 


RESULTS OF EXPENDITURE IN 1951 


Mr. Rooney. What have been the actual results of this expendi- 
ture of $463,000 since the early part of fiscal year 1951? 

Mr. CLEVELAND. I think it is hard to evaluate at this stage. 

Mr. Rooney. Do the best you can. I realize it is not easy to 
evaluate. 

Mr. CLeveLANpD. I think it has had the effect of facilitating a good 
many administrative arrangements in the emigration countries in 
Europe, of helping those countries get set up administratively to han- 
dle the problem of surveying the number of migrants who were avail- 
able, finding’ out what kind of people they are, and what they can do 
for a living, and then getting that information to the countries to 
which they might go, so that the countries can make a judgment about 
the availability, from their standpoint, of qualified Italian and other 
emigrants from Europe. 

Mr. Rooney. Can you say that it has resulted in the migration of 
any people out of Europe? 

Mr. CLevELAND. Yes. I think it has been a necessary part of 
the process of quite a lot of people moving out of Europe. 

Mr. Roonry. How many; and from where? 

Mr. CLEVELAND. The total number out of Europe is something like 
600,000, I believe. 

Mr. Rooney. Over what period? 

Mr. CLEVELAND. Over a year’s period. 

Mr. Rooney. From where to where? Do you have a table? 

Mr. CLEVELAND. I do not have a table here on that. I can get one 
and submit it for the record. 

Mr. Rooney. Will vou insert that in the record at this point, please. 

(The information is as follows:) 
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Overseas emigration from selected ERP countries and resettlement by the International 
Refugee Organization, calendar year 1950 





Country of origin Inter- 

| national 
| | Refugee 
| United | Organi- 
|Kingdom) zation 





Country of destination 3 | 
Italy | Nether- | 


lands Portugal 





{ 
139, 632 38,623 | 21,573 | 136,404 | 186, 661 





Africa. 7 232) 9,410 | 493 
North America 5, } | 938 | 29,356 104,933 
| 15,113 | 16,697 

50 


88, 045 
9, 418 
928 


United States 
South America 
Argentina 
cS ee by ee BRR ES EOI SG FELS 


Oceania 
Australia 
New Zealand 

Unknown 








' 





1 Includes 81,661 persons emigrating from Germany, country of destination not known. 
Source: International Labor Organization. 


Mr. CLEVELAND. I might mention that the biggest single move- 
ment is Italians to Australia. 

Mr. Rooney. How many? 

Mr. CLEVELAND. I do not know offhand the number. 


PILOT PROJECT 


Mr. Rooney. What about the pilot project referred to awhile 
ago by Mr. Bissell? 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. CLEVELAND. As to the so-called pilot project, the main thing 
that we do about that is this: We authorize payments, primarily for 
technical help, that part of the technical help which costs dollars, to 
assist the Italian Government, a special agency of the Italian Govern- 
ment which is responsible for this, to survey land and negotiate with 
both national governments and state governments within South 
America for the purpose of setting up big new farming communities 
which will be populated primarily by Italian immigrants into Brazil, 
Venezuela, Chile, and two or three other countries. 

Our contribution to this is really to assist them with the technical 
people, the agronomists and the production people who can determine 
whether a piece of land which the Brazilian Government has said might 
be available under certain conditions for Italian immigrants is or is 
not suitable for the kinds of crops—grapes and rice and so forth—that 
are familiar to the Italian farmers who will be actually moving. 

This Italian organization, called ICLE, is the enterpreneur. 

Mr. Rooney. Is this the group to whom you have transferred these 
funds, so that they can in turn make arrangements for the South 
American countries? 

Mr. CLEVELAND. We do not actually transfer funds to them. We 
pay for certain technical people who join the Italian teams for the 
purpose of making agricultural surveys in Latin America. 
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Mr. Rooney. Can you tell me how much has been expended to date 
in this regard? 

Mr. CLEVELAND. The total authorizations are $425,000 for these 
purposes. 

Mr. Rooney. This has nothing to do with the ILO? 

Mr. CLeve.tanp. Nothing whatever. This is a straight bilateral 
arrangement with the Italian Government. 

Mr. Rooney. As a result of furnishing these experts to ICLE and 
the Italian Government, how many plans are under way in South 
America, and in what countries? 

Mr. CLeveLaNpb. The countries are Brazil, Uruguay, Chile, Para- 
guay, Bolivia, and Peru. The actual pilot farms under way—that is 
to say, where they have actually gotten groups of 100 or 200 Italian 
farmers coming over to begin to work a piece of a much bigger piece 
of land that the ICLE is trying to promote or experiment on—are 
only a few. 

I think there are only three such projects under way at the present 
time; two in Chile, one in Brazil. One in Chile is in full swing, the 
other two are coming into an advanced stage of development, and 
will probably receive some immigrants in the next few months. 

So the actual number of people who have moved so far under this 
arrangement is very small. 

The preparatory work that this technical assistance presents, 
however, will be important in movements that will take place over 
the next vear or 2 or 3 or 5 years, or in the future, with more and more 
coming in. As soon as they get a nucleus of some Italian families 
they will bring their families in and begin to build up a whole com- 
munity around a farmiog project. The thing that the people we pay 
for are really doing is to assist the Italian Government to make sure 
that these farming communities are not going to be a flop economically, 
so that when they get all these families over there they do not then 
become a public charge in Brazil. That is something the Italian 
Government wants to prevent, and something obviously that the 
Brazilian and Chilean and other South American governments want 
to prevent. 

Mr. Roonry. What, if anything, has ECA done with respect to 
setting up a voluntary committee in Séo Paulo to stimulate Italian 
immigration to that huge mdustrial center? 

Mr. Cievetanp. I do not know anything ECA has done directly 
on that at all. I think ICLE has been active on that, but I am not 
clear on the details. 

Mr. Rooney. Does ECA propose to do anything along those lines, 
or do we have to always wait for somebody else to do it? 

Mr. Cuieve ann. I think our participation in this has been to try 
to get the Italians, the Italian Government, to set up an organization 
and get in business rather fullyson this whole scheme of things. We 
have used our technical assistance funds for the purpose of needling 
the Italian Government into further efforts. It has been conceived 
to be the Italian Government’s business of negotiation with the 
Brazilians, rather than ECA’s business directly to go into South 


America for the purpose of negotiation, or for the purpose of any 
promotional activity. 
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Mr. Rooney. I am advised that— 


One would find in San Paulo a very considerable number of Italians who have 
made remarkable progress in the industrial and social life of San Paulo. I am 
sure that one could find other persons who would be equally interested in stimu- 
lating Italian immigration into San Paulo. I believe through such a committee 
one could develop an allied sponsored program. 

I am quite sure that many of the industries in San Paulo would be glad to 
advance the fares of Italian workers desiring immigration to Brazil. The in- 
dustries would regard this as a good investment. 


I am quoting this from a person in whose judgment I have great 
confidence, and I believe he knows what he is talking about. He says: 

Many, I find, would like to have Italian workers, and the payment of trans- 
portation would be a good investment. Experience indicates that such advances 
are invariably repaid; in possibly 90 percent of the cases. 

What have you to say about this suggestion, Mr. Bissell? 

Mr. Bissett. From what little I know about the situation, sir, I 
would agree with everything that has been said there. 

Mr. Rooney. But still you have done nothing about it? 

Mr. Bissett. Mr. Rooney, we have at least interpreted our man- 
date from the Congress in this field as one implying work with the 
European governments and the European organizations. Really, 
from the side, therefore, of the countries that are interested in sending 
the people abroad, is where our work has been. As you are undoubt- 
edly aware, sir, we do not have any staff or representation in Latin 
America, unless it be in the case of a few of the technicians to whom 
Mr. Cleveland has referred, who have been sent in there to work in 
specific localities. 

Mr. CLEVELAND. But who work for the Italian Government. 

Mr. Bisseti. That is right. You understand that they work for 
the Italian Government. 

Technically we are giving aid to the Italian Government in the 
form of paying their salaries. That, I repeat, is the way we have 
interpreted our duties. So our main energies have gone on the other 
end. 

Mr. Rooney. However impractical. 

It has been suggested to your predecessor that— 

A man who could organize such a committee in Sao Paulo would be Mr. T. 
Lynn Smith, who knows Brazil very well, has written the best book there is on 
Brazil, and who is a good technician. He is now a professor at the University of 
Florida, and he has been at the University of Louisiana and at Vanderbilt. 

They even got to the point where they were suggesting people who 
would be able to assist in this, and with probably less cost to the 
American taxpayer. Still nothing has been done about it. 

Mr. Bissetu. Mr. Rooney, I think it probably would be legally 
possible for us to employ on our staff one or more. individuals who 
would be stationed in or would work normally in the Latin-American 
countries and places like Australia. That is, in the receiving countries 
for these immigrants from Europe. But, as I say, sir, we have in 
fact thought it was unwise to try to set up another staff in those areas. 
Generally speaking, therefore, what we have done has been within 
the form of aid to the European countries. Now, we could perfectly 
well finance the employment of Mr. Smith by the Italian Govern- 
ment, for instance. 


89249—51—pt. 2-27 
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Mr. Rooney. You understand, I do not know Mr. Smith: I am 
not advocating his employment. I am merely using this as an illus- 
tration of how far this was discussed with you or with your predecessor. 

Mr. Bisse. Yes, sir; I understand perfectly, Mr. Rooney. 

Mr. Rooney. It seems to me that these folks have something. 
They have something practical, rather than the expenditure of funds 
for all these technicians. 

It is also suggested that: 

As soon as the Sao Paulo project is under way it might be desirable to try a 
similar project in Porto Allegri in Rio Grande do Sul. I am suggesting Rio 
Grande do Sul because it is a rather cosmopolitan city with a considerable Italian 
population. In the state of Rio Grande we also have some very large Italian 
colonies, which, in my judgment, can absorb some Italian immigrants. 

I am suggesting Sao Paulo for the first project because it is the largest and most 
rapidly growing industrial city in Brazil. It already has a large Italian popula- 
tion. I believe that it could absorb a great many Italian immigrants. 

Is this not the sort of practical advice to which the ECA should pay 
some attention, rather than spending funds through ILO for tech- 
nicians, and so forth? He does not propose that the Government ex- 
pend money for transportation of these people. All he is trying to do 
is to work out an exit from Italy and an entrance to Brazil. 

Mr. Bissetu. May I say this, sir: I think it is excellent advice for 
someone. From what I know of South America, which is compara- 
tively little, the cities he mentions are the proper places to receive 
Italian immigration. I would think that this would be a very good 
instrumentality. Rightly or wrongly, sir, we have not felt that we 
should be the people to act on this advice. 

Mr. Rooney. Why not? You are the people who are putting all 
this money into the Republic of Italy. Until the overpopulation is 
drained off in Italy you are never going to make Italy economicall) 
sound; are you? 

Mr. BisseLyt. No; we are not. I think you are entirely right. 
However, since our relationship has been with the Republic of Italy 
and primarily with its government we have felt that we should in 
other countries outside of Europe act through that government rather 
than directly. The best way that would fit within our procedures 
and our general policy to date for accomplishing the sort of thing 
you have suggested would be to help the Italian Government to em- 
ploy several people to stimulate the formulation of such committees 
in these receiving cities and setting up in them of organizations which 
would encourage the reception of Italians, and trying to raise private 
financing for them. That, I think we could do. I think it is very 
possible we should have done more. 

Mr. Roonry. Do you or do you not propose to do something like 
that under the pending budget request? 

Mr. Bisseii. That kind of activity, I think, sir, would be entirel) 
appropriate, yes. 

Mr. Rooney. But you have no plans for it at the moment? Would 
that be a fair statement? 

Mr. Bisset. That would be a fair statement; yes, sir. 


DISPLACED PERSONS IN ITALY 


Mr. Rooney. Are you familiar with the number of displaced persons 
in Italy? 
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Mr. Bisse. No, sir; I am not, offhand. 

Mr. Roonry. Do you know that they would amount to about 
451,000 people who are still there; 216,000 people from Africa, and 
the Dodecanese Islands; 115,000 from Venezia Guilia and Dalmatia; 
and 120,000 from other Italian colonies? ad 

Is it not the fact that the Italian Government at present is operating 
almost 50 camps for people of Italian ethnic origin who have been 
repatriated from other countries? 

Mr. Bissexu. I imagine that is true, sir. I do not know the exact 
number. 

Mr. Rooney. It is my information that these camps are caring for 
110,000 people. 

Is it not the fact that that has quite an impact on the economy of 
Italy? 

Mr. Bisset. I think it undoubtedly has, Mr. Rooney. 


UNEMPLOYED AND UNDEREMPLOYED, IN ITALY 


Mr. Rooney. You stated awhile ago that Italy has approximately 
2 million unemployed? 

Mr. Bissextu. That is correct, sir. I think it is just under that 
figure at the present time. 

Mr. Rooney. Could you give us a figure on the number of under- 
employed? 

Mr. Bissevy. I could not, and I doubt if anyone could give you a 
figure, sir; but it is undoubtedly large. . 

Mr. Rooney. It would exceed the number of unemployed, would 
it not? 

Mr. Brsseuu. I think it would, sir. That would be my guess. 

Mr. Rooney. Is not this matter of getting these people who are 
a burden on the Italian economy out of Italy something that is highly 
important, in view of the fact that they and the poverty which with 
they are connected make fair prey for the Communists and their 
propaganda? 

Mr. Bisseuu. I think it is, sir; as I testified, as a matter of fact 
a few moments ago. 

Mr. Rooney. Well, apparently you agree with everything I have 
said here this afternoon, except that you or your predecessors have 
not done anything about it up to now, and you have no plans at 
the moment. Is that a fair statement? 

Mr. Bissexu. I do not think I will quite agree with that one, sir. 

First of all, we have devoted considerable energies at trying to 
organize or help the Europeans to organize population moves within 
Europe. It has not involved the expenditure of funds. 

I would like to say two things about that. First of all, I do not 
want to deceive the committee. I do not think very much has been 
accomplished along that line. I think we have done as an agency of 
this Government about everything we could to encourage OEEC and 
the other organizations, but there have been resistances, especially in 
the receiving countries, and not too much has been accomplished. 

Nevertheless I do think, sir, if you look at this Italian problem as 
a whole, there is probably more scope in the short run for moving 
Italians into the United Kingdom, notably, and quite possibly into 





418 


France as well, than there is even for the more normal and continuous 
kind of population movement to places like Latin America. 

Mr. Roonry. What have we had to do with that? 

Mr. Bisse. We have, sir, as I say, worked with the OEEC. It 
has manpower committees of the nations primarily interested in this. 
We have worked with both the French and the British Governments, 
and I think have been partly instrumental in the fact that they are 

recruiting some labor from Italy. 

Mr. Rooney. Is it not the fact that we have been more or less on 
the side lines in this regard, and that those arrangements were made 
almost directly by the British with the Italian Government? 

Mr. Bissexu. I think largely, sir, we have been on the side lines. 
All we can possibly do in things of this kind is to stimulate, prod. to 
help where some kind of United States financial help really seems to 
be needed. 

I think, Mr. Rooney, the second thing we have done, as Mr. Cleve- 
land testified, in the case of Italy specifically, is to try to strengthen 
the administrative machinery in the Italian Government for getting 
this job done. Our philosophy always is that the Europeans have to 
help themselves. They must do these various jobs. The most we can 
do is to make it easier for them and to help them do it. That is why 
we have given a high priority to strengthening their administrative 
organization, providing some of the technical people they need, so 
that the Italian Government can move out and do this. 

I repeat, sir, I think at a very small cost, and I suspect with great 
benefit all around we could make direct approaches in Latin-American 
countries and elsewhere to local interests. 

Mr. Rooney. I believe that it has already been stated that the 
ECA proposed to do that some time a ago, but now I find out today 
from the testimony before us that nothing has ever happened. 

Mr. Bisse.u. All we ever proposed to do concretely, sir, is technical 
help to the kind of colonies that Mr. Cleveland has described, and we 
have tried to keep our participation there even on a sampling basis, as 
it were, to try to prove that the thing could be done and to encourage 
the couritry by a few successful examples to go ahead for themselves. 
We have been trying hard not to put the United States Government 
in the business of settling Italians in Brazil. We have felt that we 
could help if the Italian Re tae wanted to take some initiative, 
but that we should give help in such a way that they would very soon 
be carrying this forward for themselves. 

Mr. Rooney. But it is to our own advantage, to get back to 
what I said a little whole ago, insofar as our contribution to the 
economy of Italy is concerned. It follows all through this mutual 
assistance program. I still stay with the thought that it is to our 
own advantage. We are not being charitable. 

Mr. Bisset. I could not agree with you more, Mr. Congressman, 
but, as I say, we have had to make a judgment, rightly or wrongly, as 
to what limitation we set on the scope of our activities. I think that 
to do an effective job along the lines you mention would take at least 
a few people as a staff in these Latin American countries. We really 
have not felt that that would be appropriate for us. 

Mr. Gary. Off the record. 

(Discussion off the record.) 
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Mr. Rooney. I take the position that somebody should concern 
themselves with this, because we are not going to make Italy safe from 
the Communists while you have all the poverty now rampant there, 
with 2 million unemployed and at least 2 million more underemployed. 

Mr. Brissetu. Absolutely. 

Mr. Rooney. Something should be done about it, rather than to 
keep piling money into the country. 

Mr. Bissett. | absolutely agree with that. 

Mr. WieecLeswortn. Off the record. 

(Discussion off the record.) 


EQUIPMENT OF FORCES RECRUITED FROM REFUGEE AND ESCAPEE 
PERSONNEL FROM BEHIND IRON CURTAIN 


Mr. Gary. I have another question. Mr. Bissell, in the authorizing 
legislation there is a provision that: 

Not to exceed $100 million of such appropriation for any selected persons who 
are residing in or escapees from the Soviet Union, Poland, Czechoslovakia, 
Hungary, Rumania, Bulgaria, Albania, Lithuania, Latvia, and Estonia, or the 
Communist-dominated or Communist-occupied areas of Germany and Austria, 
and any other countries absorbed by the Soviet Union either to form such persons 
into elements of the military forces supporting the North Atlantic Treatv Organ- 
ization or for other purposes, when it is similarly determined by the President 
that such assistance will contribute to the defense of the North Atlantic area 
and to the security of the United States. 

Can you tell us the purpose of that language and outline any pro- 
grams designed to put it into effect? : 

Mr. Bissetu. Mr. Chairman, I believe that provides that the funds 
in question should come out of the appropriation for military end-item 
assistance and I am therefore not informed of any program. I do not 
know whether Mr. Martin is or whether Mr. O’Hara of the Defense 
Department is. 

Mr. Martin. I know in general that that is designed to provide 
funds if the project proves feasible, to equip forces that might be re- 
cruited from various refugee and escapee personnel from behind the 
iron curtain to form what has been called a Freedom Corps or various 
other names that have been attached to it. The authorizing legisla- 
tion makes this a permissive arrangement provided it is determined 
to be militarily feasible and desirable to recruit and provide the officer 
staff for such a group of persons. 

Mr. Gary. Do you have a program of that nature? 

Mr. O’Hara. No formal program for that has been developed, sir. 
We had previously referred to the unallocated military assistance and 
any program that was developed for this purpose would have to come 
from such sources. The military have been studying this problem for 
some time and I think that the military commanders in Europe have 
actually made recommendations in times past with respect to at least 
limited utilization of possible refugee military units as part of a 
European defense force. 


CONSTRUCTION OF FACILITIES 


Mr. Gary. What facilities is it contemplated that we will construct 
in Europe during this fiscal year? 

Mr. O’Hara. Within the INFRA structure provision here, the 
facilities that are contemplated are primarily air bases, bases for the 
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use of United States air wings that are béing dispatched to Europe as 
part of United States NATO forces. They are primarily designed to 
support our own ground troops in Europe. In addition to the actua! 
bases there are communication facilities for the link-up of those bases 
and for command channels. 

‘The other construction that we have is included in the military 
public works authorization bill for which appropriation is now being 
sought from the Congress. 

Mr. WicGLesworts. Where is the line drawn? 

Mr. O’Hara. Wherever the bases are for the United States forces 
which are supporting North Atlantic Treaty Organization commands, 
they are included in this INFRA structure program. Wherever they 
are for peculiar United States strategic interests that is not a part of 
the NATO command, they are included in our military works 
organization. 


LIMITATIONS ON EXCESS EQUIPMENT 


Mr. Gary. Can you give us a general statement on the total avail- 

able fund limitations on excess equipment? 
» Mr. O’Hara. Yes, sir. The present sum that has been available 
for the 1950 and the 1951 military assistance programs aggregate 
$700 million in value, and as defined in the act value is the acquisition 
cost of the item. As of the end of fiscal year 1951 the entire amount 
of that authorization had been programed and in most cases certain 
obligations had been undertaken for repair, rehabilitation, or shipment 
of the items. 

In the present program the total requested was $450 million of 
which approximately $200 million was proposed for use in connection 
with grant-aid programs for the countries for which appropriations 
are sought in this act. 

The remaining amount was to be available for those countries which 
are procuring material from us under the terms of section 408 (e) of 
the Mutual Defense Assistance Act for which they pay for what they 

et. In the case of excess material they pay the fair market value 

ut not less than 10 percent, for the material that they procure. That 
section has been used with regard to our military assistance to Canada 
and to the Latin-American countries quite extensively. 

It has also been employed with regard to other countries, a list of 
which is included in the hearings before the Foreign Affairs Committee. 
For example, in addition to grant aid which is provided for NATO 
forces of some of the grant countries in Europe, their colonial forces 
have been provided with equipment under the terms of the reimburs- 
able aid where they needed United States equipment and could not 
buy it. 

. TECHNICAL ASSISTANCE PROGRAM 


Mr. Gary. Mr. Bissell, can you give us some information concern- 
ing the technical assistance program? In this connection we will 
insert in the record page 38 of the justifications. 

(The matter referred to is as follows:) 
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Technical assistance program budget, fiscal years 1951 and 1952 obligations by field 
of activity 





: . Actual, Estimate, 
Field and title fiscal year 1951 | fiscal year 1952 


| 





Industrial productivity $7, 097, 224 
. Marketing 377, 658 
. Agricultural productivity 1, 815, 357 

le oct utilization 341, 933 

Public administration, financial practice, and economic reporting 764, 794 
Development of overseas Territories , 688 
Tourism 31, 620 
. Transportation and communication 640, 165 


2 


#3 | se8S8S88 


s3|sssseses 


DAD ore tor 





Total project costs , 761, 439 
Pees GIN a ee ose ish i ek ee , 282, 272 
MDAP-financed programs 364, 000 





Total obligations 13, 407, 711 


s 
5 











1 Includes unallocated program costs. 


GENERAL STATEMENT 


Mr. Bissett. Mr. Chairman, if I may, I will give you a brief 
general statement and will then ask Mr. Everett Bellows to give a 
more detailed presentation to the committee. Mr. Bellows is the 
Director of the Productivity and Technical Assistance Division of 
the ECA which handles this program. The few general remarks I 
will make, sir, are these: 

As I have stressed in my earlier testimony we believe that it is 
absolutely essential if Europe is to support an-adequate rearmament 
effort, that its total production, both agricultural and industrial, be 
increased just as rapidly as possible. And if that is to be accomplished 
in most of the countries in Europe there will have to be an increase 
in productivity; that is, the output per man. That increase in pro- 
ductivity is, we believe, a most important objective also in iteslf and 
for its own sake. 

The means of ultimately increasing the standard of living in Europe 
and in the meanwhile of enabling the Europeans to support their 
military effort without too great a decline in their standard of living, 
is to expand productivity. We believe that this process will give some 
hope to the people of Europe for a relief of what has been a long tradi- 
tion of very low incomes and a limited standard of living by compari- 
son with the example of the United States. 

We propose, therefore, in the current year to place major emphasis 
on activities directed toward the most rapid possible improvement in 
industrial and agricultural productivity. The direct contribution 
which we believe we can make over and above the funds to finance 
necessary imports into the countries which I have discussed under 
the earlier part of the program, is to provide technical assistance on an 
enlarged scale in the form both of financing visits of Europeans to 
the United States, so that they may benefit from a better knowledge 
of our own productive techniques, and increasingly the furnishing of 
the services of Americah experts in Europe to help the Europeans with 
their own problems. 

I might say, sir, that we propose important changes in the ad- 
ministration of this technical assistance as compared with our own 
past practice. We wish to place very much more emphasis on the 
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development within each of the European countries of an institution 
governed by representatives of labor and management and of that 
country’s own government, an institution which we hope will be 
permanent and which will exist for the purpose of stimulating an 
increase in productivity in the country. 

We hope that these local productivity boards or productivity cen- 
ters will operate down to the level of individual companies and plants 
and that they will try to induce a much fuller use by European busi- 
nessmen and on occasion European unions of techniques that have 
been developed in the United States. 

As I say, our direct help will be largely in the form of financing 
technical assistance, the services of technicians who can work with 
and under the sponsorship of the productivity centers in the several 
countries and increasingly we hope, as I have said, at the individual 
plant and company level. 

Mr. Gary. Is that the reason for the increase in the management 
cost? 

Mr. Bissevu. That is the main reason for the increase in that item, 
sir. Also you will notice the total intended to be devoted to industria! 
productivity and agricultural productivity as compared with reduced 
amounts for technical assistance in the fields of marketing and the 
development of overseas territories and public administration. 

I should like to mention also, sir, that we propose one other series 
of measures as a part of this drive to raise levels of productivity in 
Europe. We hope to agree with at least the more important coun- 
tries in Europe that a portion of the counterpart funds that accrue to 
the government of the country during the year will be set aside in 
advance to be used by the productivity center in that country. 

You will recollect that the authorizing legislation will probably re- 
quire that a large part of the counterpart be used for military purposes, 
but out of the balance we hope, we expect to urge, that specified 
amounts be set aside for this purpose. 

These counterpart funds would, of course, be the property of the 
local government and they would be funds in the currency of the 
country. Our expectation and our hope is that this would be used 
for the most part as a revolving fund that could be loaned by the 
productivity board or productivity center to individual enterprise in 
the country, where that may be necessary, if we are to get rapid 
improvements in methods of production and management. So that 
the use of some agreed part of the counterpart in the countries together 
with our technical assistance are the two main devices that we hope 
to use. 

INCREASE IN MANPOWER UTILIZATION 


Mr. Gary. What is the reason for the very large increase in man- 
power utilization? 

Mr. Bissett. Mr. Chairman, if I may, I would like to ask Mr. 
Bellows to give you the more detailed information on that, and to 
answer these two questions. : 

Mr. Bettows. To answer the immediate question, this provides 
for a great number of labor productivity teams of which we have not 
had any significant number in the past. That will be the chief 
cae I should, if I may, Mr. Chairman, review in general what 
this Is. 
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Mr. Gary. Yes. 

Mr. Brettows. As the committee knows, these estimates call for 
about $20 million. I wanted to tell the committee that these are 
based on submissions from the participating countries, which have 
been reviewed by our ECA missions on the ground as to their general 
relevance and feasibility. Those total submissions actually amounted 
to something over $22.5 million, but we have reevaluated those in 
the light of Korea and the defense needs and we have scaled them 
down somewhat and tried to focus them in terms of fairly immediate 
results; that is, projects which will have some meaning within the 
next 12 or 18 months, instead of some of the longer-range things that 
we might have entertained. 

I should like also to direct your attention, if I may, to the fact that 
$14.3 million of this sum, over 71 percent, is directly related to indus- 
trial productivity, agricultural productivity, and this new larger 
amount for manpower operations, which is basically the productivity 
on labor’s side. 

I would like to give you some examples of specific projects, some of 
which have been launched within the past few months, but which are 
typical of the sort of projects we are encouraging these countries to 
undertake. 

For example, we have an OEEC productivity team here in the 
United States studying the alloying, the fabrication of alloys, the roll- 
ing and drawing of nonferrous metals. This is not only a production- 
productivity problem, but also to minimize waste. We want, of 
course, to emphasize throughout our industrial-work the necessity of 
the careful handling of materials and a very large element in productiv- 
ity is, indeed, the elimination of waste. 

Similarly, we have a German coal-mining team which was here to 
observe our management and production techniques in the United 
States coal industry, that being a major item in the industrial scene. 

On the agricultural side we have a project to develop hybrid corn 
which would be more suitable to the French climate. Hybrid corn 
especially in Italy has proved to be a very worth-while investment in 
the technical-assistance field. 

We also have a project in the same category from France where 
they have come to study our methods in the United States of re- 
habilitating veterans and other disabled persons, persons who have 
been disabled for any reason. If successful this will return between 
200,000 and 300,000 people back to productive activity in France 
alone. 

IMPORTANT AREAS PARTICIPATING 


I would like secondly to discuss for a moment the more important 
geographic areas, if you will, on technical assistance. The largest 
participants in terms of amounts will be first of all the OEKEC and 
secondly the United Kingdom; thirdly, France; and fourthly, West- 
ern Germany. 

The projects sponsored by the OEEC we consider especially im- 
portant, because they contribute directly to the efforts that we have 
put forth on European integration. These people work together on a 
a problem. It brings them together economically and psycho- 
ogically, 
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Typically, for example, we have one OEEKC project where 85 
engineering experts, practitioners from the European railways were here 
in the United States in connection with a program that we arranged 
with the American Association of Railroads to study our railroad 
operations. 

We also have an OEEC team from three countries who are here 
making a study of industrial safety programs to eliminate accidents. 
This again relates immediately to our productivity efforts. 


PAYMENTS BY PARTICIPATING COUNTRIES 


On the subject of cost I would like again to say that the participat- 
ing countries pay on the average 2 times, quite aside from deposits 
of counterpart funds, for their share of these undertakings. We 
merely pay the inescapable dollar costs. The participating countries 
have to put up the cost of the trans-Atlantic travel both ways and in 
the case of any expert whom we sent to Europe, the cost of travel and 
maintenance allowances in Europe, plus any other local expenses in 
Europe that might be incident to that. 

I think, Mr. Chairman, that gives a brief summary of what we 
are doing projectwise. I would simply like to add that we are making 
every effort to concentrate our attention here in the fields of agricul- 
ture and industrial activity which will promote production and 
productivity in keeping with the conference report. We are already 
going in that direction. 

Mr. WieeLeswortu. I should like to ask Mr. Bissell one question, 
and that is this. Would it be possible for you to furnish for the record 
a table which would show the plant capacity in each country broken 
down roughly into (a) what is being utilized for the domestic econ- 
omy? (6) what is contemplated to be used for the military contribu- 
tion in 1952? and (c) the balance or the excess under present 
conditions? 

Mr. Bissett. Mr. Wigglesworth, I am afraid that is not possible. 
I could, of course, give you, and have in the testimony, figures of 
gross national product. But I know that those do not meet the 
point that you have in mind. The difficulty is this. First of all, 
this information just is not available and collected for these countries 
as a whole in almost any case. But secondly, one runs into real 
difficulties in such an analysis. 

For instance, there may be today in France considerable middle 
working capacity that is idle. There is certainly some in Britain. 
The limiting factor may well be the availability of steel or particular 
types of steel-mill products. To count the idle capacity as capacity 
which really could be put to use may give a false picture unless one 
has also investigated the availability of supplies. We are doing that 
currently, but it is a very large undertaking, to try to find out how 
much excess capacity there is and where it is located and to satisfy 
ourselves that the labor, the transportation, the power, and the fue! 
and the basic materials would be available to enable the capacity to 
be used. That is why it is so hard to give a quantitative answer to 
that question. 

Mr. WieGLeswortu. Is there any way to present the picture? 

Mr. Bissevu. May I make this suggestion, sir? Some studies have 
been made of available capacity for the production of certain types of 
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categofties of military items. I believe we can assemble some informa- 
tion that will not pretend to give a picture of let us say the whole 
French economy or anything of that kind, but it will pick out a num- 
ber of important fields. I think we would have to say that that infor- 
mation as it has been collected is open to the defect that I have 
referred to. It may be that there is fabricating capacity, but there is 
not back of it the steel or the power or the fuel and the labor. But I 
think that information would come closer to serving your purpose than 
any other, and we will try to assemble that. 

(The information requested may be found‘at the conclusion of the 
hearings. ) 


EXPENDITURES FOR INFRASTRUCTURE IN 1952 


Mr. WiaeLesworth. Please do the best you can. There is this 
other question. I do not know whether this should be directed to you 
or to the military, but coming back to the infrastructure picture, I 
would like to get a reasonably accurate idea of the over-all that is 
going into infrastructure in the fiscal year 1952, (a) in dollars by the 
United States; and (6) in foreign currencies by the other nations. 

Mr. Bissexu. Right. 

(The information requested follows:) 


At the present time, there is no firm estimate of expenditures for infrastructure 
in the fiscal year 1952. Agreement has been reached, however, for financing of 
infrastructure requirements for airfields and communications to be provided by 
December 31, 1951. This program, covering the central European area, is ex- 
pected to amount to about $236 million in toto, toward which the United States 
contribution will be about $106 million. It is not clear, at this time, how much 
of the United States contribution will be required in dollars; and, to the maximum 
extent possible, it is the intention of the United States Government to use avail- 
able foreign-currency balances before expending any dollars for this purpose. 
France, the United Kingdom, Canada, Netherlands, Belgium, and Luxemburg 
are expected to provide approximately $130 million toward this program. 

It can be anticipated that during the second half of fiscal year 1952 there will 
be an additional requirement for financing of infrastructure in northern and 
southern Europe, as well as for further projects in central Europe. It is not 
possible at this time to give any estimate, as the requisite military planning has 
not been completed. SHAPE and subordinate commands are at present engaged 
in developing these plans as a matter of priority. 

With reference to the United States contribution to infrastructure for central 
Europe in calendar 1951, outlined above, it is pointed out that the United States 
is receiving certain benefits from the use of facilities provided under infrastructure 
agreements entered into by the Western Union powers. The Western Union 
program amounted to approximately 33 million pounds ($93 million), toward 
which the United States made no contribution. 


PAYMENT OF TAXES 


Mr. Wice.eswortn. And I would like to know, in spite of this 
provision that has been referred to in the authorizing legislation, 
whether or not in the over-all presentation which you prepared for 
this committee you contemplated the payment of taxes and if so, to 
which extent. 

(The information is as follows:) 


STATEMENT OF THE Extent To WHicH PAYMENT oF TAXES WAs CONTEMPLATED 
IN THE PREPARATION OF THIS BILL 


The United States will not be required to pay any taxes for the importation, 
use, or transfer of any equipment which is sent to Europe under any of the provi- 
sions of the authorizing legislation, and, accordingly, there is no allotment in this 
bill for any such taxation. 
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The United States is exempted from the payment of any direct taxes on procure- 
ment for construction or other purposes in France tinder this program; that is, 
exempted from any taxes which would apply directly to the purchaser. However, 
the price of the goods which will have to be procured for construction and other 
purposes under this program will include the various indirect taxes which are 
imposed during the course of production. Budgeting for the procurement which 
will be required has been based on estimated final-product prices, not on an 
itemization of the component parts of the cost of the product such as labor, mate- 
rials, and indirect taxes. The Department of Defense is, however, recommending 
negotiations with the French to eliminate the more readily identifiable indirect 
taxes which form a part of the price of the finished products. Since a detailed 
analysis of the nature and impact of these varied indirect taxes is still to be com- 
pleted, and since the extent to which anv future negotitations might reduce their 
impact is impossible to determine at this time, no account can be taken of this 
proposed course of action in budgeting for the program, 

Mr. Bissety. We will do that, Mr. Wigglesworth. On the last 
part of your request may I again point out a difficulty that we will 
run into? There is no doubt in my mind that we did include in our 
figures the payment of quite a lot of taxes and, indeed, I would go so 
far as to say, sir, if you define the term loosely enough, there will 
always be some. For instance, a dump truck is working on an air- 
port. There is a tax on the gasoline. Is that taxation on that piece 
of construction or is it not? I think most of us would agree that it is 
not for this purpose. 

So, what needs to be done in order to answer that last part of your 
question is to try to make an estimate of the extent to which we had 
allowed for the payment of taxes that you could fairly and properly 
say were taxes on these activities over and above normal income taxes, 
sales taxes, and the like. 

We can give you the information on the Infra structure I think 
quite quickly. It may be that to answer the latter part of your 
question, on what allowance there was for the payment of properly 
apportionable taxes may take a little longer, but if that is going to 
take time, we will get the first part of the answer right away. 

Mr. Martin. I think probably on the second point that the answer 
is quite clearly that no allowance was made. SHAPE was asked to 
make an estimate of the cost to provide the Infra structure required, 
and the deputies worked out a formula which divided it up. In 
order for SHAPE to compute the cost, what they had to do was to 
go to the countries and ask them how much were the costs to build 
this? They did deduct certain things like land, public utilities, which 
under the agreement are to be provided by the host country in which 
the construction is to take place. But otherwise it is a gross-cost 
figure which was divided up on a percentage-formula basis. Could 
you add anything to that, Mr, O’Hara? 

Mr. O’Hara. I could add one thing to that. We estimated that 
for contractors who ‘were working in these jobs, the normal thing 
would be, as they were contractors in those countries, that they would 
pay the taxes that those countries assessed against contractors doing 
construction work. We did not make any formal estimate to cover 
taxes, but we did make an estimate based on local construction costs 
which normally do include those taxes which are assessed against the 
local contractors. 

Mr. WiaciesworrH. That would not include real estate taxes or 
anything of that character? 
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Mr. O’Hara. No, sir. They did include, however, on our own 
operating personnel the payment of the employer’s share of health 
msurance, social security and other types which might be called taxes 
or might be called contributions to insurance systems. I think 
generally that would be defined as taxes, but we pay them in this 
country on personne! in the same cases. 

Mr. WicecLesworrn. If you can give us anything along the line 
of your suggestion, Mr. Bissell, I would be glad to have it. 

Mr. Bisse. I will try to do that. 


ROAD BUILDING 


Mr. WiacteswortH. When you were away the other day the 
question came up of possible road building under this program. Do 
you know whether or not there is extensive road building contem- 
plated? 

Mr. Bissey. I do not know offhand, sir. We have in the past 
year financed a number of projects: in the overseas territories of 
these countries and most of those have involved some road building 
or, in many cases, they have been entire road-building projects. In 
the course of the current fiscal year, sir, there is no special provision 
for the use of any of our dollar funds for the overseas territories. 
We have contemplated, however, that out of tbe total dollar allot- 
ments to the several countries which we have proposed and for which 
the figures are before you, the illustrative figures, at least in the case 
of France, some part of the dollar funds might well be used for purposes 
in the overseas territories, especially in all of these African territories 
where road building is one of the most important items. 

Mr. Wice.ieswortn. Nothing substantial in Europe itself? 

Mr. Bisse.ut. Nothing substantial in Europe itself. It may be 
that some of the counterpart funds would be used for that purpose, 
but that is the only case. 


EXPLORATION AND DEVELOPMENT OF MINERAL RESOURCES 


Mr. Gary. Returning now to the technical assistance -program, 
what activities have you undertaken under “Exploration and develop- 
ment of mineral resources’’? 

Mr. Betiows. I have some examples, Mr. Chairman, of what I 
would call extractive and basic industry projects which we have 
undertaken. 

We have had, for example, a Danish mining expert to study the 
American techniques for the examination of ore deposits, similar to 
those in east Greenland and using American mining methods and 
techniques. 

We have also had an iron-ore production engineer from Sweden. 
We have had a project from OEEC, which is the one that I men- 
tioned on nonferrous metals. That was mostly a conservation proj- 
- We have had some exploration projects in the dependent over- 

eas territories, mostly of a survey type. 

I would like to add here it is my understanding that the Strategic 
Materials Division of the ECA has made contracts directly for this 
field, and we come into the picture only when there are techniques 





428 


which the other countries want to learn. If it is a question of actual 
exploration of sites and the feasibility of mining and getting the 
material out to a proper seaport, that falls within the jurisdiction of 
the Strategic Materials Division. In other words, we are responsible 
only when there are techniques involved for training others and the 
strategic materials people and Jess Larson are the people who get 
after the materials themselves. 


FOREIGN VISITORS FOR SURVEYS AND STUDIES 


Mr. Gary. How many Europeans did you bring to the United 
States for surveys and studies under the technical assistance program 
during the fiscal year 1951? 

Mr. Betiows. 2,825. 

Mr. Gary. Do you have a table? 

Mr. Bettows. I have a table I shall be glad to submit for the 
record. 

» Mr. Gary. How many do you contemplate bringing in in 1952? 
* Mr. Bettows. The estimate now calls for approximately 5,000; 
in other words, it would be an increase of almost 45 percent. 

Mr. Gary. Do you have a table showing that: information? 

Mr. Bretuiows. Yes, for the 2 years. 

Mr. Gary. We will insert the table in the record at this point. 

(The table referred to is as follows:) 


Foreign visitors by field 


[Number of arrivals] 





Actual 
Estimated, 
Field and title fiscal year 
Fiseal year i 1952 

1950 








ic sali meninipemeii 43 3, 000 
. Marketing § 75 
. Agricultural productivity 78 1, 000 
7. Mannower utilization __--_-_- eae 500 
7. Public administration, financial practice and economic 

RDOPEIEE So cass innenkn cd g 125 
. Development of overseas territories __ , 50 
. Tourism _ _- y 25 
. Transportation and communication 225 





5, 000 














TECHNICAL PERSONNEL SENT ABROAD 


Mr. Gary. How many technical people have we sent abroad during 
the same time? 

Mr. Betiows. 485, sir, and I will be glad to give you this table 
that I have for the committee. 

Mr. Gary. For both 1951 and 1952? 

Mr. Be.itows. Yes. 

(The table referred to is as follows:) 





3, 000 


1, 000 
500 


5, 000 
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Services abroad of United States experts by field 


(Number of experts] 





Actual 
=e Estimated, 
Field and title fiscal year 


Fiscal year | Fiscal year 1952 
1950 1951 











. Industrial productivity 
. Marketing 
. Agricultural productivity 

’, Manvower utilization 

’, Public administration, financial practice and economic 

reporting 
1. Development of overseas territories 

. Tourism. 














Mr. Gary. How do you evaluate the tangible results of this pro- 
gram? 

Mr. Bettows. We have, sir, when teams come to the United States, 
what we call an evaluation session with that team before they return 
to theirhome country. We ask them what they have seen, what they 
have learned from their trip and precisely what they plan to do on 
their return. We also get from them a good deal about handling 
future teams, particularly in the matter of constant improvement 
and not on just the itinerary they cover, but making clear the real 
force of American productivity which is, as I would describe, the 
very much better internal relationship between labor, foremen and 
management in our firms, or, for example, the type of really creative 
work that the Extension Service of the Department of Agriculture 
does here in the United States as compared to other areas. 

We discuss with them what they have seen, their opinion of it, 
and how they intend to use it. 

We then send a copy of this report to our ECA mission in Europe 
and ask our staff to keep in touch with the people who have come back 
to make sure that they in fact are undertaking either (a) to put the 
—— in practice, if it is within their competence to do so, or 
(b) see the reports of their trip and what they have learned is 
aaa disseminated to all sectors of the industry, or the agricultural 
area concerned, 

More recently we planned that our productivity, what we call our 
production assistance drive in Europe, will attempt to carry on with 
these people specific projects that they have agreed to take on as a 
result of coming on these trips. In other words, we intend, with the 
production assistance drive, to link together, ] suppose I should say, 
the exact trips of the specific people and what they do back in Europe 
io support higher production. 

Mr. Gary. In the Netherlands I saw a very modern airplane 
factory and was told that before the construction of that plant began 
men were sent to the United States to observe similar plants. Would 
that be covered by vour technical assistance program? 

Mr. Bretitows. It could be; ves. We have not, as vou know, in 
our authorizing legislation, up to this vear, been allowed to use straight 
ECA money to undertake military supporting projects; that is, dealing 
with the military end items. We could get into basic materials, 
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aluminum, for example, machine tools—and we have done that—but 
we did have a few projects under MDAP funds and it is quite likely 
that kind of thing could have been done. 

Mr. Gary. I understand that ECA loaned $350,000 toward the 
construction of that plant. 

Mr. Be_tows. When we are involved in the financing of it we then 
have an industrial project review, which might include sending 
specialists over to be sure that the money is going to be adequately 
and properly used. 

Mr. Gary. Would that be under the technical assistance program? 

Mr. Bettows. No, sir; it would not. It is closely related, but the 
actual responsibility would be on our Industry Division, which would 
undertake such a review as part of the project approval for the loan. 


TRANSFER OF FUNDS FROM MDAP 


Mr. Gary. What funds have been transferred to you from the 
Mutual Defense? 

Mr. Betiows. $364,000 of MDAP funds were obligated by ECA 
in fiscal year 1951 for technical assistance. Here again is a statement 
you might like to have. 

In order to permit the furnishing of technical assistance aid on 
request to European defense industries, which aid could not be pro- 
vided under existing legislation with Economic Cooperation funds, 
MDAP funds in the amount of $364,000 were obligated by ECA on 
three separate echnical assistance projects: One project which cost 

2,000 brought two Norwegians to the United States to study arma- 
ment machine- tooling problems; another project which cost $12,000 
was for an on-the-spot survey in Turkey by American engineers to 
enable a conversion of an industrial plant from the production of 

civilian items to defense items; the third project costing $350,000 was 
to provide a limited amount of specialized high-speed production 
equipment to a British manufacturers’ association to be used for 
demonstration and training to the personnel engaged or to be engaged 
on defense production. 

Mr. WiacieswortH. What does that represent? 

Mr. Brettows. Money transferred to the technical assistance pro- 
gram by the MDA program. 

Mr. WiGGLeswortH. When? 

Mr. Betiows. During the fiscal year 1951. 

Mr. Gary. There are no contemplated transfers for 1952? 

Mr. Betitows. No, sir. ECA had no authority to commit its funds 
under the Economic Cooperation Act for support of direct military 
production. Accordingly, programs and projects undertaken in the 
past by ECA for support of direct military production were necessarily 
financed with MDAP funds transferred to ECA. This was the case 
in respect to the $364,000 obligated last year. Under the Mutual 
Security Act, however, the Economic Agency will have authority to 
commit economic funds for direct military production. The technica! 
assistance budget estimate was developed on this assumption, and 
accordingly the total estimate of $20,000,000 for fiscal 1952 covers 
all technical assistance program funds budgeted for the year, including 
projects for direct military production. The figure of $1,018,000 
reported as the unobligated balance of MDAP funds is thus included 
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in the $20,000,000 estimate for the program. During 1952 a major 
portion of 'ECA’s re gular TA efforts will be devoted to militar y and 
basic industry projects. Hence the $14.3 million mentioned earlier 
in support of productivity now includes such projects as one now 
under consideration by an ECA mission for the training in the United 
States of a number of key civilian employees of private industry 
engaged in rearmament work, or projects to bring American produc- 
tion experts into European factories providing military items, and as 
a result no further transfers from MDAP funds will be necessary. 


TRANSPORTATION AND COMMUNICATION 


Ir. Gary. What is your transportation and communication item 
for? 

Mr. Betiows. I have some examples, sir, of that kind of project. 
One for France was a highway transportation study. This included 
12 representatives of the French highway transportation companies 
and 2 from North Africa. They made a 6 weeks’ study in the United 
States to study truck and bus operations here in order to improve 
French highway transportation and to reduce operating costs. 

Another example was the railroad study that I mentioned of the 
85 experts from 12 Marshall plan countries, and another was to under- 
take a study of the German railway system. That company, State- 
owned, had been operating at a terrific loss but is a very vital part of 
Western Germany’s economy. We employed some American experts 
to make a study of it and I am told since their study, which was put 
into effect immediately, the company has been in the black for the 
first time in years. 

I would like to add one thing. I thought that Mr. Bissell was 
going to cover it. I would like to put into the record or read, if you 
wish, a statement on the waiver of counterpart. In order to pursue 
much more vigorously the single purpose productivity increase, we 
want a somewhat less restrictive policy on the waiver of counterpart. 

I want to underscore that we are still going to insist on it where it 
profits any individual, when any one person is involved. We are not 
going to subsidize any ordinary business costs of a company, but we 
would like to be able to waive counterpart when we are going to use 
demonstration equipment, or take an American product to a European 
manufacturer and break it down and show him how we have assembled 
it, or an individual power hand tool and show him how it is to be used. 
Those things are expendable. Once you use them they are gone, and 
I would like to read or put into the record the kind of statement we 
think the committee should have. We feel very strongly that it 
would be a tremendous help to us. 


WAIVER OF COUNTERPART 


Mr. WiaGiteswortn. I just do not understand what you mean by 
“waiver of counterpart.” 

Mr. Bettows. The committee has already authorized the Ad- 
ministrator to waive, in his judgment, counterpart on personal services 
where 

Mr. Wiaeteswortu. Off the record. 

(Discussion off the record.) 

89249—51—pt. 2-28 
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Mr. Wieetesworth. Tell us what you have in mind. 

Mr. Bettows. Would it be easier for me to read a statement? 

Mr. Gary. You may read the statement. 

Mr. Betiows. As has been stressed, the basic problem which ECA 
will face in Western Europe in the coming months will be to help the 
Western European countries stretch their limited resources to cover 
the needs of both the rearmament program and essential civilian 
consumption. ‘To strengthen the will to resist internal and external 
aggression the people of Europe must have tolerable standards of living 
now and hope for rising standards of living in the future. A great 
deal can be done to help solve these problems by concentrated efforts 
to raise the productivity of European industry and agriculture. 
Relatively small amounts of United States funds spent to provide 
technical advice and assistance to European industries can produce 
big returns in increased productivity and production. 

Beyond simple technological improvements the effectiveness of 
European industry both in direct production and in satisfying the 
pressing needs of the people of Europe can be greatly increased by 
adoption, with suitable modifications, of some of the advanced tech- 
niques of business practices and business management which char- 
acterize progressive American business. The average man in Europe 
must work long hours at low wages to earn enough to buy the essen- 
tials of life at the high prevailing prices. This situation provides the 
greatest appeal of communism to the people of Europe. The American 
solution to this problem is increased productivity—more production 
per man-hour through the use of modern techniques and machines— 
shared out between ownership, workers, and consumers through higher 
wages, lower prices and rapid turn-over of goods. 

Through its technical assistance program over the past 3 years, ECA 
has done a good deal to encourage and assist the transmission of 
technological and business practices information between the United 
States and Western Europe. Under present circumstances we believe 
it would be highly desirable to intensify this program and to seek to 
make it more direct and more dramatic. We propose to do this 
through many devices including establishment of specific demon- 
strations in carefully selected European plants. This work will be 
done, in close cooperation with the governments of the countries con- 
cerned. A number of individual plants which volunteer to participate 
in the program will be given a full engineering and business practice 
review by a team of United States and local experts, generally on 
condition that they undertake to adopt as many of the expert recom- 
mendations as possible and to share the benefits of increased productiv- 
itv with their workers and consumers through higher wages and lower 
prices. We are confident that such demonstrations will have rapidly 
spreading effect through wide segments of the European economy. 
The program has already been greeted with enthusiasm in many 
countries in Europe. Intensive efforts to raise productivity will be 
made both in plants producing military end items; in those producing 
essential civilian goods; and in the field of distribution. 

In order to implement this program it will be necessary for the 
Administrator to make more liberal use of the authority granted to 
him in section 115 (b) (6) of the Economic Cooperation Act cf 1948, 
as amended, to waive counterpart deposits at his discretion with 
respect to technical information or technical assistance. 
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In the past, the Administrator has waived counterpart deposits 
primarily in the case of personal services furnished to foreign gov- 
ernments or to quasi-public institutions in foreign countries. The 
Administrator has also, in a limited number of situations in the past, 
authorized waiver of counterpart in connection with inexpensive equip- 
ment and materials of an instructional nature, where the quantity of 
the equipment and material has been purely incidental to the fur- 
nishing of expert personal services and where the dollar amount 
involved represented only a small percentage of the total dollar cost 
of the technical assistance project. However, in order to furnish 
additional impetus to the productivity drive to be undertaken by 
ECA this year, the Administrator intends, in appropriate cases, to 
authorize the waiver of counterpart more freely than in the past. 
Thus, it is ECA’s intention to permit waiver of counterpart deposits 
to match ECA’s dollar expenditures, in all appropriate cases, for 
expert services and instruction to individual European plants coop- 
erating in the productivity demonstration program described above. 
Again such deposits will not be required in some cases for certain 
sample products, and certain demonstration, research and testing 
equipment. For example we would be prepared to waive counterpart 
on samples of end products of minor value which would be disman- 
tled to illustrate the method of production to European firms. Again 
samples of certain types of power hand tools or other modern American 
equipment might be made available for display or temporary use by 
European plants, to demonstrate the contribution they can make to 
increased European productivity. 

These waivers will be utilized under very carefully controlled pol- 
icies. The primary rule will be that ECA funds will not be used to 
subsidize, in any way, private firms or government-owned industrial 
establishments. Counterpart would not be waived on any equipment 
which would act directly to produce revenue or reduce costs. In 
general, title to all products and equipment furnished without counter- 
part will remain in the foreign government agency during the demon- 
stration period. If subsequently a firm wishes to procure these items 
for its own use, counterpart deposit will then be required. 

In summary, ECA funds would not be used to finance any costs 
or expenditures which would normally be paid by the European firms 
involved from their own funds. 

Mr. Wiec.teswortH. What will that run to? 

Mr. Betiows. | cannot say precisely, but on such equipment it 
would not be very much. If I were to hazard a guess on what we 
now know about the productivity drive, I would say certainly not 
over $1 million on equipment. It might be much less. 

Mr. WiaG.eswortH. What is the authority for the waiver? 

Mr. Fosrs. Authority was granted the Administrator to waive 
counterpart on technical assistance expenditures by an amendment 
to the ECA Act passed in 1949. 

Mr. Wiactreswortn. I wish that you would insert that language 
in the record. 

Mr. Fosers. Yes. . 

(The language is as follows:) 

Sec. 115. (b) (6) * * * =: Provided, That the obligation to make such 
deposits may be waived, in the diseretion of the Administrator, with respect to 
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technical information or assistance furnished under section 111 (a) (3) of this 
title * * * (Public Law 472, 80th Cong., as amended by Public Law 47, 


8ist Cong., Ist sess.) 

Mr. Gary. Do you have authority now to do it? 

Mr. Betitows. We have authority, but as a result of the produc- 
tivity program we wanted you to know it particularly in advance. 

Mr. Fosers. At the time the original authority was granted, Mr. 
Wood, in talking with the Foreign Affairs Committee and the Appro- 
priations Committee, indicated that it would be used in only a few 
cases and gave certain examples at that time. 

Mr. WicGLeswortH, What is the advantage? You are going to 
use $1 million and you cannot find anyone interested enough to put 
up the equivalent in foreign currency? 

Mr. Bettows. The advantage is that we want them to have an 
interest in the things we have shown an interest in, and we need some 
equipment so that we can go in and show them. 

I would like, if you wish, to give a more precise statement of the 
amount, because it would not be a great deal, that I know. 

Mr. WicG.Leswortu. $1 million is $1 million. 

Mr. Betiows. Yes, I know. I did not mean to minimize that. 

Mr. WiceLtesworts. What does this $20 million represent spe- 
cifically? How much is for personnel, for instance? 

Mr. Betiows. For the type A projects, where people are brought 
over to the United States from Europe, $6,000,000 


PROGRAM MANAGEMENT COSTS 


Mr. Wiac.ieswortru. Is there not some amount for administrative 
personnel in here? 

Mr. Betiows. $3,800,000 is for what we would call administrative 
personnel and people directing the program, and persons sent abroad. 

Mr. WicGLtesworts. How many people does that represent? 

Mr. Betiows. I would have to get a breakdown for you because 
the estimate here involves people not yet employed in the productivity 
program. 

Mr. WicGLesworrn. You are asking us for $3,850,000 for program 
management costs, and I want to know how many people you want 
to employ? 

Mr. Gary. How many on a full-time basis, and if some are techni- 
cians to go Overseas, we want that. 

Mr. Betiows. I have some figures here that I would like to give. 
As to the number of people, I will have to submit that. 

(The information is as follows:) 

Personal services for carrying out the technical assistance program within the 
United States costs $992,500 and covers the costs of project managers, service and 
other staff necessary for arranging projects and to see that they are properly 
executed. It will involve the services during fiscal year 1952 of approximately 
187 regular employees and 1,250 consultant man-days. ye. 

It is also necessary to maintain staff in some of the participating countries in 
Europe. This staff supervises the machinery for selecting foreign participants on 
technical assistance projects, takes care of arrangements details before the depart- 
ure of the foreign visitors to the United States, and works with the participating 
country on measures which contribute to full utilization of United States experts 


furnished under the program. A total of 40 positions is involved at a cost of 
$300,000. 
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Mr. WieeLeswortH. You must have based these figures on some 
detailed set-up. 

Mr. Betiows. Yes. 

Mr. WicGLeswortu. If you come up here and ask for $3,800,000 
for personnel, you ought to be able to tell us what personnel you have 
inmind. That is all that I am asking. 

Mr. Betiows. I can get the numbers for you, if I may present these 
figures: $3,800,000 also includes both personnel and services, some of 
which are hired from the other Government agencies. If I could go 
through the list, I would be glad to explain. 

In ECA, Washington, the arrangement involves $750,000 for 
salaries. 

Mr. WiacLeswortrH. How many people? 

Mr. Bettows. For the moment it is 157 positions. Those are the 
ones under my personal jurisdiction. 

Mr. Wiae_eswortnH. At $750,000? 

Mr. Bretiows. Yes. 

Mr. WicaieswortH. That is around $5,000 average. 

Mr. Bettows. Yes. 

Mr. WiaGieswortu. What else do you have in mind? 

Mr. Bettows. Consultant fees, $45,000; travel, $145,000. There 
is a New York office which is part of the Anglo-American Council 
on Productivity which has to pay for 30 people with salaries of 
$186,500. 

Mr. Wicciteswortu. Where is that? 

Mr. Betiows. New York. 

Mr. Wiecieswortu. A $6,000 average. 

Mr. Bettows. Yes. There are consultant fees there of $15,000 
and travel of $67,000. 

Mr. WiaGGLeswortu. $2,000 apiece. 

Mr. Bettows. This travel is for. project managers who accompany 
the teams that go around the country. 

Another item involving the personnel is the provision of interpre- 
ters who accompany some of the teams. Not all of these people 
speak English and we have estimated $650,000 for that. 

Mr. WiaeLeswortu. How many interpreters are you going to 
employ? 

Mr. Betiows. I would have to get the figure. 

(The information is as follows:) 


r 


- This item is made up of $525,000 for compensation at the rate of $12 per day 
(including subsistence) and $125,000 for actual cost of the travel for necessary 
interpreters and for traveling secretaries to record team observations and reports 
as follows: 





|Interpreters) Secretaries Interpreters) Secretaries 





Austria : i | 4 2 || Italy Pts: 
Denmark : re 4 2 || Netherlands._-_- 
France aed 20 || Norway--.---.-- 
Germany | 


4 
Greece : siceneanen’ j 3 | ap SRO 


| 





Mr. Wice.teswortu. Offhand, that looks like a large figure for in- 
terpreters. What else do you have? 

Mr. Bettows. The other items that make up the account are in- 
surance, $80,000; films, literature, and other objects of expense needed 
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for the teams, $50,000; funds allocated to other Government agencies: 
for example, agriculture to take our agriculture productivity people 
for us, $750,000. 

(The following was submitted later:) 

It is necessary in some cases to procure or rent films, literature, visual aids, etc.., 
necessary and incident to the training, study and observation of foreign visitors 
to the United States. The estimate is calculated on the basis of $10 per antic- 
ipated visitor. A total amount of $50,000 has been budgeted for this item. 

In addition, all foreign visitors to the United States under the technical assist- 
ance program are provided with uniform insurance coverage against accident or 
illness in order to assure that under all circumstances proper medical care is 
available without delay, and to relieve ECA of the administrative responsibility 
of providing such service. It is estimated that the cost to ECA of such insurance 


coverage for the anticipated 5,000 visitors to the United States during fiscal year 
1952 will be $80,000. 


Mr. WieGLeswortH. Just a minute. I do not understand that. 
You are going to pay the Department of Agriculture $750,000? 

Mr. Betiows. Yes. 

Mr. WiceLteswortH. What for? 

Mr. Betiows. For services which they render to us. They under- 


take to conduct the agricultural specialists from other countries when 
they come to the United States. 


AGRICULTURE PRODUCTIVITY 


.Mr. Wiaeiteswortn. You have $2,600,000 in here for agriculture 
productivity. Go ahead. What else do they do? What does the 
$750,000 represent? 

Mr. Foxes. The $750,000, sir, represents a service charge by the 
Department of Agriculture for arranging and conducting projects in 
the field of agriculture, primarily those that bring Europeans to this 
country for training and study. 

Mr. Wiacieswortn. Is it American personnel or is it board and 
lodging for the visitors? 

Mr. Foxes. The figure of two-million-odd dollars that you mention 
is the actual maintenance of foreign visitors. The $750,000 is for 
personnel services and travel. 

Mr. WiaGLeswortu. Supplied by the Department of Agriculture? 

Mr. Fores. Yes; and in addition certain payments to the land-grant 
colleges who undertake to plan the study and training of foreign 
visitors who are sent to any land-grant college. 

Mr. Wice_eswortnu. How many people from the Department of 
Agriculture are going to share in this $750,000 kitty? 

Mr. Fosss. I do not know the answer, but I can provide you with 
the information. 

(The information is as follows:) 


Other Government agencies handle part of the arrangements for ECA projects 
in cases where, in the judgment of ECA, such agencies are in a particularly 
advantageous position to do so because of their accumulated experience and 
knowledge of the field; for example, the United States Department of Agriculture, 
the Civil Aeronautics Administration, the Bureau of Reclamation, and the 
Bureau of the Budget in their respective fields. Sometimes only the arranging 
of an itinerary is handled by the outside agency; in others, a project manager is 
also provided to travel with a team; and in other cases substantially all program- 
management functions are performed. In no case, however, is ECA relieved of 
the responsibility for the suecess of the project and consequently must work 
closely with the contracting agency in making such arrangements and must itself 
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perform some arrangement functions such as changes in program, forwarding of 
mail, ete. Therefore, there is no typical contract since the degree of responsibility 
for a project depends upon the circumstances in each cise. 

It is estimated that arrangements for projects amounting in total to $5,000,000 
will be handled under contract by other Government agencies during fiscal year 
1952, generally as follows: visitors to the United States in the fields of agriculture, 
$2,600,000; public administration, $400,000; plus $2,000,000 for furnishing 
technical services and the procurement of technical films, equipment, etdc, The 
major part of such expense represents the actual cost of rendering the technical 
assistance, rather than arranging for such assistance. Experience has shown 
that, on the average, program-management (arrangement) costs for projects 
handled by other Government agencies amount to about 15 percent of the total. 
The $750,000 estimated for such costs for fiscal year 1952 was arrived at by 
taking this percentage of the expected volume of projects to be so handled. This 
is an average percentage and is subject to wide variation, depending upon the 
number and kind of program-management functions handled under any given 
contract. In all cases, however, such contracts provide for reimbursement only 
of out-of-pocket costs incurred and all reimbursements are subject to post-audit 
by the ECA Controller. 

It is impossible to give at this time a firm figure on the number of personnel of 
other agencies who will be involved in the handling of technical-assistance projects 
under contract during 1952 for the reason that the figures are estimates and con- 
tracts in most cases have not yet been entered into. 

However, to give an example, a contract was recently entered into with the 
United States Department of Agriculture providing for the payment of not to 
exceed $325,000 covering the basic program-management expenses of ECA proj- 
ects to be handled during fiscal year 1952. This contract covers those continuing 
expenses to be incurred that are not administratively practical to allocate to in- 
dividual projects. As each project arises, subcontracts are then entered into to 
cover those out-of-pocket costs peculiar to each project. The over-all contract 
referred to above in the amount of $325,000 includes provision for services of the 
equivalent of 76 persons for a year. This is by far the largest contract and far 
fewer personnel will be involved in each of the other contracts. 

During fiscal year 1951 the United States Department of Agriculture provided 
the services of the equivalent of 39 persons for a vear for the program management 
of the agricultural projects assigned to it by ECA. This compares with an esti- 
mated 76 persons for fiscal year 1952. The estimated increase is due to two 
factors: (a) an estimated increase of 40 percent in the volume of work to be han- 
died, and (b) during the early stages of the program, when the amounts involved 
were relatively small, the time of some of the persons, who were actually engaged 
in performing ECA program-management functions, was not charged to ECA. 


Mr. Betiows. We will ask the Department of Agriculture to give 
us the figure. May I correct an impression? 

Mr. Wiacieswortnu. I would like to know the number, and 
whether or not they are now employed on the rolls of the Department 
of Agriculture. 

Mr. Betiows. Yes. 

May I make a correction? 

Mr. Gary. We want to know whether this is extra, and if we are 
paying the salaries for the Department of Agriculture. 

Mr. Bettows. I would like to make a correction. The $750,000 
is for all Government agencies—the Department of Commerce, the 
Bureau of Mines in the Interior, and the Department of Labor, so it 
is not all for Agriculture. 


BREAKDOWN OF PROGRAM MANAGEMENT COSTS 


Mr. Wiee.ieswortH. When you correct your remarks, I wish that 
you would put into the record a detailed table so that we can see what 
that $3,800,000 is for, and how many people are going to be employed 
in each one of these categories and the salaries contemplated. 

Mr. Bettows. Yes. 
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(The information is as follows:) 


The $3,850,000 shown on page 37 of the budget justification for the Economic 
Cooperation Administration represents the program management costs of making 
arrangements for the procurement and furnishing of technical information and 
assistance to a total value of approximately $50,000,000—$16,150,000 from funds 
provided by the United States Government and the balance representing the 
equivalent of the local currency costs to the participating countries. The arrang- 
ing and managing of technical assistance projects involves a service charge for 
planning itineraries; supervising training, study, and observation; locating 
qualified United States technicians; preparing exhibits and other visual aids; and 
other general housekeeping duties such as arranging for transportation, hotel 
accommodations, ete., in connection with the reception of foreign visitors, the 
sending of technicians overseas, and the procurement of technical films, 
literature, and so on. 

The foregoing items make up the total of $3,850,000 shown for program manage- 
ment expenses, as follows: 

ECA arrangements staff (Washington and New York): 
Salaries and consultants’ fees____ $992, 500 


a hl 


Travel Bt Ses (00 Ge. OTe Ne tes 212, 500 
Other objects (administrative account 02-09) _________- 335, 000 
Interpreters ese : 650, 000 
80, 000 

t 50, 000 

Arrangements staff overseas_________ 300, 000 
Payments to other Government agencies __ _ _ - 750, 000 
Payments to private organizations____.._..__....---.------------ 480, 000 


3, 850, 000 
Mr. WiaGieswortH. Do you have any more there? 


CONTRACTS WITH PRIVATE ORGANIZATIONS 


Mr. Bettows. Contracts with private organizations. We have 
estimated $480,000. 

Mr. Gary. What is that for? 

Mr. Betiows. Our contracts with private organizations to assist 
us with the teams that we bring over from Europe. 

Mr. WiceLeswortH. In what manner? 

Mr. Fosss. In many cases it seems more economical to turn to a 
private organization such as Carnegie Institute or the North Carolina 
State College to undertake the complete planning and handling of a 
foreign visitor or group of visitors that come to the United States. 
The $480,000 represents a service charge, the contractor’s fee for 
handling the project. 

Mr. WiccLesworta. Planning their trip? 

Mr. Fosss. For planning their trips, supervising their training, or 
study, or for observation. 

Mr. WiacLteswortH. How many visitors will the $480,000 apply to? 

Mr. Bretiows. We will supply that for the record. 

(The information is as follows:) 

In general, the same reasons obtain for contracting the management of technical 
assistance projects to private organizations, as are given in the case of Govern- 
ment agencies. Moreover, it is felt that in certain cases private organizations are 
in @ particularly advantageous position to demonstrate the role of free enterprise 
in American life. In the past projects have been handled by such organizations 
as, for example, the Association of American Railroads, the National Management 
Council, and Cornell University. 

The extent of the services performed by private organizations, as with Govern- 
ment agencies, varies considerably depending on the nature of the project. An 
important difference is that whereas Government agencies often perform actual 
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training functions as well as those of program management, private organizations 
im a much higher proportion of cases perform purely arrangement functions. 
Furthermore, because such functions are often financed under contracts which 
involve relatively minor services (such as given an orientation lecture, handling 
the shipment of literature, etc.) for large numbers of projects, it is often not ad- 
ministratively feasible to allocate such costs to individual projects. It is estimated 
that $1,200,000 will be disbursed to private organizations during fiscal year 1952, 
of which 60 percent will represent actual costs of the assistance rendered, rather 
than arranging for such assistance. It is estimated that, on the average, program 
management costs amount to about 40 percent of the total. The $480,000 esti- 
mated for such costs was arrived at by taking this percentage of the expected 
volume of disbursements to private organizations. This, as in the case of other 
Government agencies, is an average percentage and is subject to wide variation 
depending upon the number and kind of program management functions handled 
under any given contract. Again, all disbursements under contracts of this type 
are subject to postaudit by the ECA controller. 

Consequently, the $480,000 referred to applies to a variety of services rather 
than to the number of visitors involved on technical assistance projects. In the 
main, these services are to support industrial productivity projects which we 
estimate will involve bringing over 3,000 visitors to the United States during the 
fiseal year 1952. 

An example of a contract with a private organization applicable to a specific 
project is that with the National Association of American Railroads, which 
covered the handling of a visit to this country of 82 Europeans who were here to 
observe and study United States railroad operations. Total disbursements under 
this project were $92,000, of which $32,500 was paid to the contractor. Of the 
amount paid to the contractor, $16,000 represented the costs of the arrangement 
(program management) expenses. 

An example of a contract covering services not applicable to a single project 
is that entered into with the Metallurgical Research and Development Co., which 
covered the arranging of itineraries for groups of European technicians visiting this 
country. Under this contract $19,600 was paid to the contractor during fiscal 
year 1951 for the arranging of itineraries for 20 foreign groups. The entire amount 
paid was an arrangements cost. 


Mr. Wiacteswortn. How did you arrive at the figure? 

Mr. Foses. On the basis of past experience. 

Mr. Wiace_eswortn. What is that experience? 

Mr. Foses. I do not have the figure here-—— 

Mr. WiccLesworru. I do not know how you expect this committee 
to pass upon your request with any intelligence unless you tell us how 
you arrived at it. 

Mr. Bettows. We will see that it is supplied. 

Mr. WigGLeswortuH. What else do you have? 


PAYMENTS TO ADMINISTRATIVE ACCOUNTS 


Mr. Be.tows. Payments to administrative accounts, which is a 
reimbursement to the administrative fund for persons employed on 
other aspects of ECA work which support the aid. For example, 
there are five people in the personnel office and others who help us 
carry out these projects. The amounts from Washington are $235,000 
and in New York $100,000. 

(The following was submitted later: ) 

This item totaling $335,000 covers communications, reproduction, supplies 
and equipment costs, arranging for travel, office-space rental, and other house- 
keeping expenses. 

Mr. Wiceteswortn. I do not understand what they do. 

Mr. Be.tows. These are people who are employed in the regular 
personnel office. 

Mr. WiaGieswortH. Do you mean that you have $335,000 in a 
budget for a personnel.set-up? 
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Mr. Betitows. Personnel and other activities. Travel, for exampl:. 

Mr. Foss. The payment to the administrative account, sir, is a 
payment for communication services, for equipment, for space, an 
for other objects; expenses which are incurred when we bring foreign 
visitors to the United States. 

Mr. Bettows. These are beyond the requirements which the ECA 
office would require. 

Mr. Wiee.tesworts. Did you tell the chairman how many you 
plan to bring to the United States, all told? 

Mr. Bettows. Yes; 5,000. 

. ar Wicaiesworts. How long, on the average, do you keep them 
ere? 

Mr. Betitows. Most of them average about 6 weeks, sir. 

Mr. Wicateswortu. That means $4,000 per visitor. 

Mr. Bettows. That includes a lot of persons going in the other 
direction, too, the experts to Europe. For the fiscal year 1952 the 
number of persons they brought here will cost us, as we compute it, 
$8,200,000. 

Mr. WicGLeswortH. The people coming here will cost $8,200,000? 

Mr. Bretiows. Yes. 

Mr. WiaGLeswortHh. What is the balance for? Is that for people 
going overseas? 

Mr. Bettows. Some of it is; yes, sir. The balance is for United 
States experts and delegations to participating countries; $6,190,000. 

Mr. WiecGieswortH. How many people are going over? 

Mr. Betiows. Six hundred and fifty. 

Mr. WicGLesworrtu. Six hundred and fifty are going over? 

Mr. Bettows. Yes, sir. 

Mr. Wiaciesworts. For how long? 

Mr. Bettows. These vary, but some of them go as long as 4 to 6 
months. Some of them are for a full year, Mr. Fobes tells me. 

Mr. WieGLeswortsH. That is almost $10,000 apiece, is it not? 

Mr. Betiows. Yes, sir. The balance of the funds are used for 
surveys and the supplying of technical and professional literature, 
films, or for testing equipment. Those are the kinds of services of a 
material nature. 

Mr. Wiae.teswortn. In these first eight items that add up to 
$16,150,000, is there any personnel? 

Mr. Be.ttows. No. The balance of this is made up of surveys, or 
the submission of technical literature and films and materials to the 
participating countries. 

Mr. WiaGcieswortn. Is there any personnel in there? 

Mr. Betiows. No, sir; except as it might be reflected in the special 
services of other Government agencies. 

Mr. Wiactesworts. In the items 1 to 8, inclusive, in the break- 
down you have put in the record, there is no personnel cost; is that 
right? There are no salaries? 

Mr. Betiows. No salaries of American permanent employees; no, 
sir. 

Mr. WicGLeswortu. Or any salaries? 

Mr. Betiows. The salaries of experts going abroad; yes, sir. 

Mr. WiacGLeswortH. How many people and what salaries? 





441 

Mr. Bestows. Six hundred and fifty. Most of those are tempo- 
rary consultants at $50 a day. Some of them are persons employed 
on an annual basis. 

Mr. WicGLeswortu. If it is not available I think you ought to 
furnish a detailed green sheet, with a picture that will give us some 
intelligent understanding of bow you arrive at these figures and why 
you need this. It is just in the air now. 


TRANSFER OF FUNDS FROM MDAP 


You received $364,000 by transfer from MDAP? 

Mr. Betiows. Yes, sir. 

Mr Wiee.ieswortH And you contemplate getting $1 million 
in fiscal 1952? 

Mr. Betiows. $1,018,000 is part of the $20 million. 

Mr. WicGLesworrH. But you expect to get it by transfer from 
MDAP; is that right? 

Mr. Betuiow. | think not. I wa; misinformed, Mr. Wigglesworth. 
The Budget Officer tells me that this is all one thing. 

Mr. WiaGLteswortu. Wa; the $364,000 received by transfer? 

Mr. Betiows. Yes, sir. 

Mr. Wieeteswortn. The MDAP has authority to transfer to you? 

Mr. Bettows. It is my understanding it is one sum. 

Mr. WieGLeswortH. What is the limitation on that authority, 
if any? 

Mr. Bettows. I do not know if there is any, sir. We are talking 
about a total program of $20 million, of which this would be part. 

Mr. WicGLeswortu. [ am asking how much of that, as a matter of 
law, the MDAP could provide? 

Mr. Garwoop. In the legislative history it was estimated at the 
time that all economic aid from MDAP funds for last year was in the 
neighborhood of $475 million. That is the legislative history. 

Mr. WiaGLeswortu. Is there any reason as a matter of law why 
MDAP could make a transfer last year and not this year? Is there 
any reason why MDAP could not make $20 million available if they 
wanted to? 

Mr. Garwoon. No, sir. 

Mr. WiaGLeswortn. It is purely in their discretion? 

Mr. Garwoop. The legislation on MDAP does not prohibit it. 

Mr. Wiecieswortn. In the absence of some limitation, if we gave 
you $20 million, they could come in tomorrow and give you more? 

Mr. Garwoop. There is a transferability provision in the Mutual 
Security Act which is now up for conference. Excuse me, I do not 
want 

Mr. Wiaciteswortn. The answer must be either “ves’’ or “no.” 

Mr. Garwoop. In either direction the Mutual Security Act author- 
izes transfer up to 10 percent between military and economic pro- 
grams in title I. 

Mr. WiecieswortsH. That is between economic aid and military 
aid, is it not? 

Mr. Gary. That is between any program. 

Mr. Garwoop. Between programs in title I and between titles 
for similar programs. 
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Mr. O'Hara. The transferability from the economic to military 
assistance or vice versa is contained only in title I. It is limited to 
10 percent in fiscal 1952 after the enactment of that act. In prior 
years it was included as part of the mutual defense assistance support. 

Mr. WiaeieswortH. We have not gotten there yet, but is there 
not very similar if not identical work being carried on under the so- 
called point 4 in other parts of the world? 

Mr. Betiows. It may well be similar, although it is not being 
carried out in the same geographical areas. 

Mr. Wiae.eswortn. I said ‘in other parts of the world.” 

Mr. Betiows. Yes, sir. I would like to say one thing, sir: The 
industrial productivity we concentrate on is certainly more inténsive 
and of a somewhat different order. 


OTHER AGENCIES PERFORMING SIMILAR WORK 


Mr. WiaciteswortsH. What other agencies in this Government are 
carrying on similar work insofar as you are aware, bringing visitors | 
from abroad, or sending help through experts from this country to 
other countries? 

Mr. Bettows. Do you know, Mr. Fobes? 

Mr. Fores. There are three agencies of the Government, to my 
knowledge, sir, who have funds appropriated to them for the purposes 
you just stated. Those are the ECA under this technical assistance 
program; the Department of State under the point 4 program; and 
the Department of the Army insofar as Japan and the occupied areas 
are concerned, 


Mr. Wieciteswortn. Well, I hope that you will see that some 
detailed explanation is put in the record. 

Mr. Bettows. We would be glad to do so, sir. 

(The information is as follows: ) 


The information requested was assembled by the Bureau of the Budget and is 
contained on page 1119 of the hearings of the Senate Appropriations Committee 
on the State, Justice, and Commerce Departments appropriation bill for fiscal 
year 1951. 


CONTRACTS WITH PRIVATE ORGANIZATIONS 


Mr. Rooney. Is there any explanation at all at the moment of the 
details of this $480,000 which you contemplate paying out on contracts 
with private organizations? 

Mr. Betiows. Well, I can describe one, for example, Mr. Rooney, 
that I personally am aware of. That is the program to bring 200 
industrialists from Europe here in November. We have asked the 
National Management Council, which is made up of the American 
Management Association and other such reputable groups, to 
handle that for us, because we wanted an entree with the industrialists 
of Europe, who could understand the type of techniques and business 
organization that we have here in America. We think that such a 
group can do that much better. Mr. Joyce, the Assistant Adminis- 
trator for Production, is personally following that very closely with 
the National Management Council. 

Mr. Rooney. As a result of that answer of yours am I supposed to 
understand any more than I did when I asked the question of whether 
you had a breakdown of the $480,000? 
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Mr. Bettows. We will supply that, sir. 

Mr. Rooney. I know you are submitting information for the 
printed record but would you tell us now what you propose to use the 
$480,000 for? What do we get for it? 

Mr. Betiows. Mr. Fobes, can you give us information on that? 

Mr. Foxes. During the past fiscal year when we utilized services 
of a private organization—I mean by that an academic institution, a 
scientific institution, or even private firms—in addition to paying the 
cost of the foreign visitors——— 

Mr. Rooney. What sort of cost? 

Mr. Foses. In addition to paying the maintenance cost. 

Mr. Rooney. Hotels, lunches, entertainment? 

Mr. Foses. Our means of providing maintenance for the foreign 
visitor is by a daily allowance, in addition to which he receives actual 
transportation cost. When we turn to the outside organization to 
lay the plan for this man’s training there is frequently a fee involved 
on the part of that outside organization. The detail that we will 
submit on past experience and the breakdown of this $480,000 will 
show, I believe, that less than $200,000 was spent on fees of these 
private organizations in the fiscal year 1951, as compared with the 
$480,000 estimated here. 

Mr. Roonry. What do they do for that fee? 

Mr. Foses. The private organization performs the service of 
planning the training, contacting those persons or firms who are 
actually going to provide the training, and so on. That is, it may go 
to an industrial plant and secure its acceptance-to receive a trainee. 
It exercises supervision over that trainee while he is in the United 
States, and reports back to us. 

The example I was going to give you was that our American Forestry 
Association handled 80 forestry and timber experts from Europe. 

(The following was submitted later:) 

With respect to fees paid by ECA in fiscal year 1951 to private organizations 
performing program management and training functions under the technical 
assistance program, many contracts were entered into by ECA which specifically 
provided that no “‘fee’’ in the sense of profit or compensation over and above 
actual expenses should be paid. In other cases, compensation was provided 
on the basis of units of service performed, man-days devoted to the work, or 
a percentage of specific disbursements to cover overhead, and the ‘‘fee,”’ if any, 
was a part of such compensation. In those few instances where a fee was included 
as &@ separate item, it was calculated on the basis of not over 10 percent of the 
estimated out-of-pocket expenditures. 

For example, in the first category, a contract was entered into with the American 
Chemical Society, covering the handling of the major part of the arrangements 
for a visit to this country of 153 European chemists who were here to study 
United States practice in their field and observe the part that chemistry plays 
in United States industry. Under this contract, for example, no fee or other 
allowance for overhead was provided or paid. In the second category, a contract 
was entered into with the Institute of International Education, Inec., under which 
they arranged for the placement of technical in-plant trainees and handled some 
of the administrative details involved in such in-plant training. This contract 
provided for compensation on the basis of a fixed sum per trainee handled. In 
the latter category, several contracts with the National Management Council 
provided for a fixed fee, calculated in each case on the basis of 10 percent of 
estimated out-of-pocket expenditures. 

To summarize; during fiscal year 1951, total disbursements to private organiza- 
tions were less than $950,000, fees identifiable as such were less than $50,000, and 


“fees’”’ in any sense of the word (except in the sense of total payments) were less 
than $100,000, 
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ENTERTAINMENT 


Mr. Roonry. Where does the money for the entertainment of these 
people come in? 

Mr. Foxes. There is po money in this submission for entertainment. 

Mr. Betiows. They get $12 a day. 

Mr. Rooney. There must be entertainment. Where is it? Is that 
part of the fee of the private organization? 

Mr. Fosss. No, sir. Great care has been taken to eliminate from 
that fee or any payment to the private organization funds for enter- 
tainment. 

Mr. Rooney. Right now, as I sit here, I have an idea that there is « 
very substantial item contained in here for entertainment. Will 
you please dispel my fears on the subject. 

Mr. Garwoopn. No, sir; there is no provision for entertainment. 

Mr. Fosegs. I think the answer, Mr. Rooney, is a general one that 
concerns the whole technical assistance activity. 

Mr. Roonry. I am not against entertainment. I just want to 
know where it is. 

Mr. Gary. He says that they have $12 aday forthem. There is no 
other fee. That is the entertainment, if there is any. There is a $12 
allowance for every person who comes over, a daily allowance. That 
is to provide his expenses, and if there is any entertainment it is in 
that $12; is that correct? 

Mr. Rooney. But my suspicion is that there is something here 
besides the $12. 

Mr. Garwoop. No, sir. 

Mr. Rooney. Incidentally, is every one of these people to receive 
the exact sum of $12 a day? 

Mr. Fosers. No, sir. We have a sliding scale. 

Mr. Rooney. How do you arrive at that? 

Mr. Foes. It is based on the time the man is going to spend in 
the United States, whether or not he stays in one location, his relative 
seniority, and the kind of place he is going. That scale varies from 
$5 to $12. 

Mr. Rooney. $12 is the maximum? 

Mr. Fosers. Yes, sir. 

I want to say, sir, in answer to your comment about entertainment, 
that there is a lot of entertainment of these foreign visitors. 

Mr. Rooney. Of course there is. 

Mr. Fosrs. But we have been fortunate that the American people 
and the firms and others have provided it out of their own money. 

Mr. Rooney. I just don’t want to be misled. Somebody pays it. 
If it comes out of the fees, I am not saying that is wrong. I think 
you have to keep them happy while they are here, but we have not 
received a full explanation of this item. I hope that the material! 
you are going to insert in the record will be more enlightening. There 
is something here that does not meet the eye. 

Mr. Betiows. I can only say this, Mr. Rooney: When I was in my 
former position as Assistant to the Administrator and was responsible 
for watching the entertainment fund and approving it, there were 
about three times I can recall offhand when we arranged officially 
ECA entertainment for a foreign grou). 
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There was a press team which was made up of the editors of the 
important Parisian papers, for example, for whom we had a luncheon. 
Insofar as the ECA entertainment is concerned, it has come from the 
ECA entertainment fund. That has been my understanding of this. 

Mr. Rooney. Would that be on top of this fee paid to the organ- 
ization mentioned awhile ago? 

Mr. Betiows. If an organization were taking care of them, then 
we would not have done so. These were teams that we were taking 
care of, and we had our own project manager for them. 

Mr. WieGLeswortH. How many countries are you going to operate 
in? 

Mr. Betiows. We are operating in all the Marshall-plan countries. 
Mr. WiaeLeswortsu. In every one of them? 
Mr. Betiows. Yes, sir. Well, not Switzerland. 


ESTIMATED OBL{GATIONS BY COUNTRY 


Mr. Wieeieswortu. Have you a specific dollars-and-cents pro- 
gram for each country? 
Mr. Betiows. Yes, sir. 


Mr. WigGLeswortH. Suppose you put in the record one sheet 
that would show by country what you plan to do. 


Mr. Bexiows. All right, we would be glad to do that, sir. I have 
one here. 


(The information is as follows: ) 


Technical assistance program budget—Fiscal year 1952—Estimated obligations by 
country—I llustrative and subject to change by ECA 


Country Total Country Total 
Austria te $458, 000 | Sweden___-------------- $319, 000 
Beis c... . 5. as 506, 000 | Trieste__-_-_--____- : 59, 000 
DenWIREK oe eis ; 552, 000 | T 1 es ee 1, 519, 000 
PraG@@ns iy nk 26. } _. 2,010, 000 i i 2, 107, 000 
Germany_.-------------- 1, 865,000| OEEC__ ‘. 2, 202, 000 
(CO US: ke ERR es 1, 600, 000 -— 

at be 2 j TO suo = 10, 1G GOD 
lreleeee. oe est eae Program management 
tah) fk eS ek , d3f and unallocated  pro- 
Netmemenas. .....--4--.% gram costs........----. 3, 850, 000 
Norway.------ 56 


Portugal _ _ - _- x4 4 Total obligations... 20, 000, 000 





Mr. Gary. We will now adjourn until 10 o’clock tomorrow morning. 
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Tuespay, Ocrosper 2, 1951. 


TITLE II—NEAR EAST AND AFRICA 
WITNESSES 


DEPARTMENT OF STATE: 

GEORGE C. McGHEE, ASSISTANT SECRETARY (NEA) 

DR. HENRY G. BENNETT, TCA ADMINISTRATOR 

ARTHUR Z. GARDINER, SPECIAL ASSISTANT (NEA) 

JOHN A. LOFTUS, ECONOMIC ADVISER (NEA) 

E. REESEMAN FRYER, ACTING DIRECTOR, NEAR EAST DEVELOP- 
MENT SERVICE 

PHILIP M. GLICK, GENERAL COUNSEL (TCA) 

GEORGE AITKEN, CHIEF, BUDGET 

J. E. MURPHY, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS 

DEFENSE: 

BRIG. GEN. GEORGE OLMSTED, UNITED STATES ARMY, DI- 
RECTOR, OFFICE OF MILITARY ASSISTANCE, OFFICE OF THE 
SECRETARY OF DEFENSE 

COL. H. C. BURGESS, UNITED STATES ARMY, OFFICE OF AS- 
SISTANT CHIEF OF STAFF, G4, UNITED STATES ARMY 

CAPT. P. F. ASHERFELD, UNITED STATES NAVY, OFFICE OF 
NAVAL MATERIEL 

COL. PHILIP KLEIN, UNITED STATES AIR FORCE, HEADQUAR- 
TERS, UNITED STATES AIR FORCE, OFFICE OF DEPUTY 
CHIEF OF STAFF PLANT AND OPERATIONS 

ROBERT O’HARA, BUDGET OFFICER FOREIGN PROGRAMS, 
BUDGET DIVISION, OFFICE OF SECRETARY OF DEFENSE 

ECONOMIC COOPERATION ADMINISTRATION: 
EDWIN C. GARWOOD, DIRECTOR, BUDGET DIVISION 


Mr. Gary. The committee will come to order. 

We will take up this morning the requests for military and economic 
assistance under title 11, covering the Near East and Africa. 

We will insert page 40 of the justifications in the record at this 
point. 

(The justification table referred to is as follows:) 
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Comparative summary of obligations by functions and activities 
al 
Function and activity Actual, 1950 | Actual, 1951 —" 


| 











Military assistance: | 
i $171, 967, 936 | $285, 343, 313 $461, 027, 101 
Training 829, 753 | 6, 499, 582 4, 241, 193 


Total direct obligations (military) | 172, 797,689 | 291, 842, 89: 465, 268, 294 
Reimbursable obligations (military) 135, I 35 | 852, 163 960, 000 
Total obligations (military) | 292, 695, 057 466, 228, 294 
Deduct carry-over from 1951 ___- . : [----.-.-..----| OB, O18, 28 
Deduet reimbursable obligations Bi | __ 7960, 000 











Appropriation request (military) 








Economic assistance: 
Bilateral technical cooperation , 336, 657 32, 805, 000 
Multilateral technical cooperation. __...........-....---.-}.-...----.-- : x 75) , 500 | 3, 744, 000 
Special technical and economic aid__-_--..-_- 55. ¢be ea Ca bis | 23, 450, 000 
Palestine refugee program ee 6, 000, 000 | 25, 450, | 50, 000, 000 
Relief of refugees coming into Israel... -_.-....---.-..--- istets 3 hag STAES & ye | 50, 000, 000 





Total direct obligations, apgheprntins request (eco- | 
nomic) 6, 336, 657 | 33, O11, 290 | ' 160, 000, 000 


Total direct obligations - | 179, 134,346 | 324,854,185 | 625, 268, 204 
Reimbursable obligations (military) | 136, 135 | 852, 162 960, 000 





Tota] obligations } 270, 481 | 395, 706, 347 298, 204 


Deduct carry-over from 1951 —69, O18, 204 
Deduct reimbursable obligations-...............-....------- —960, 000 


Appropriation request title II__.._...........-...-...---- TE aOR dele GORD Pont Aes | 556, 250, 000 


} 





Note.—Obligations have been adjusted by function and title to conform \ with the appropriation structure 
proposed for 1952. 


Mr. Gary. Mr. George C. McGhee, Assistant Secretary, Depart- 
ment of State will present the title I] program. 


GENERAL STATEMENT 


Mr. Gary. Would you like to make a general statement? 

Mr. McGuer. Splendid. Thank you, Mr. Chairman. It is a 
pleasure to appear before your committee in behalf of the request 
under the Mutual Security Program for the Near East and Africa. 
As brought out, we are here requesting both military and economic 
assistance. 

I might just outline what that involves. For the military com- 
ponents of our request, there is authorized some $396,250,000. This 
covers military aid to Greece, Turkey, and Iran, plus the right to 
transfer up to 10 percent to other states of the Near East. 

The justification for the Greek and Turkish portion of this request 
is already in the record, made at the same time that testimony was 
eg under title I, and with your permission, we will not duplicate 
that 

We will present justifications here—and representatives of the 
Military Establishment are present for that purpose—for that portion 
dealing with Iran, which was not covered earlier 

In addition, we expect to justify here the expenditure of $160,000,000 
for economic assistance to Iran and the near-eastern states, and the 
free African states. 


89249—51—pt. 2—— 
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Economic assistance for Greece and Turkey, which are considere« 
a = of the near-eastern area, has been justified in connection with 
title I. 

Mr. Gary. And the appropriations are carried under title I. 

Mr. McGuee. That is correct, because of the very close relation- 
ship of Greece and Turkey to the OEEC, and the European economy 
as a whole. 

Mr. Gary. You do not have included in these estimates any appro- 
priation under title Il for Greece and Turkey so far as economic aid is 
concerned. 

Mr. McGuer. That is correct, only Iran, the Arab States, Israel, 
and the free states of Africa. 

I would like to outline how we propose to present this to you. We 
hope to do it as quickly as possible and supply you all the information 
you need, but not any more than you desire. 

We have with us Dr. Bennett who, as you know, is in charge of our 
technical cooperation assistance program. Dr. Bennett will testify 
as to the substance of the economic programs in this area, since it is 
anticipated Dr. Bennett’s organization will administer these rograms. 

We have, as I indicated, Mr. O’Hara from the Military Establish- 
ment, who will talk to the Iranian military program. 

I hope myself, to give a brief over-all survey of the area as a whole ; 
its strategic importance; the problems that we face there; why we 
in our national interest need to assist these countries, and the general 
nature of these programs. I hope after that to make a brief presenta- 
tion on Iran, dealing with that country itself, following which the 
military representatives might justify the military program for Iran 
so that they can be relieved and will not have to stay through the re- 
maining testimony. 

Following that, if it meets your convenience, I would be delighted 
to speak briefly to each of the countries in this area, from the stand- 
point of its political significance, it needs, and our proposed rogram, 
and to pass to Dr. Bennett the discussion of the substance of the pro- 
grams and the purpose of the particular items of expenditure which 
are proposed. 

Does that meet with your satisfaction? 

Mr. Gary. That will be entirely satisfactory. 


STRATEGIC IMPORTANCE OF AREA 


Mr. McGueeg. We deal here with an extremely strategic area of the 
world, this area of the world as outlined here on the map on the wall. 

There is included on this map all the area under consideration 
except Liberia, which is the remaining free country in Africa which we 
will propose to assist, and which, as you know, is on the west coast of 
Africa. 

The remainder there on the map is contiguous territory, lying 
right here in this strategic part of the world. I would just like to out- 
line to you briefly the fact that you are all familiar with, but merely 
to emphasize, the unique strategic importance of this particular area 
of the world. 

Here there is accumulated a unique combination of land, sea, and 
air approaches and accesses. Through this area must go all the air- 
lines which connect Europe and the East. In that narrow strip of the 
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area along the Lavant coast every major airline that circles the globe 
must pass and through the Suez Canal must go all the water-borne 
traffic between the Atlantic and the Indian Ocean unless one wishes 
to take the long and costly route around Africa. 

Moreover, the land bridges themselves are of unique importance. 
They have been the objective of almost every would-be world con- 
queror. Two World Wars have seen the Cairo-Suez area fought 
over as one of the great prizes. 

Going to the European portion of Turkey, the Dardenelles-Bos- 
phorus area represents the only effective link between Europe and 
Asia. Any conqueror must seize that territory if we would come 
from Europe to Asia, or from Asia to Europe, and for 500 years 
Turkey has played the strategic role of guardian of that means of 
access between the two continents. 

In addition, these means of access have much significance from 
the standpoint of the adjacent areas. 

For example, any conquerors wishing to go from Asia to Africa 
must come through this area, and once he has taken this area the 
whole continent of Africa with its wealth of mineral resources—and 
I speak particularly of the uranium of the Congo—would lie wide 
open. There is no defense of Africa that could be organized beyond 
the defense of the Middle East. Anyone who controls this cockpit, 
this strategic area of the world, can dominate south Asia, and, in 
the hands of the Soviet, that would mean that south Asia, Pakistan, 
and India, with their teeming mass of people and their material 
resources, would be completely flanked and would be an easy prey 
for the Soviet forces. 

Mr. WiegGLeswortH. You would not suggest that Russia could not 
take over India without. taking this section of the world? 

Mr. McGuer. The accesses to India are two. One could come 
through Afghanistan. That is around the Hindu Kush to the west 
and through the Khyber Pass into the north Indian plains, or one 
can come through Persia, Pakistan and in that way. 

Of the two possible routes, the most desirable route from the 
standpoint of an invader from Russia would be through Iran, through 
Pakistan and into India that way. 4 

Mr. WigGieswortH. It may be more desirable, but I thought you 
made the statement to the effect that Russia could not take India 
unless they took this territory. 

Mr. McGuer. That statement would probably be correct. I 
believe that I did make the more conservative statement that anyone 
who took this area would have flanked the subcontinent and could 
easily take it. 

Now, the importance of this area has been clearly demonstrated by 
the Soviet intentions with respect to it. From the time of the czars 
the Soviets have bad a desire to come down and establish their 
influence from the northern Persian area. That was indicated again 
in the secret agreement between Stalin and Hitler where Stalin stated 
that the Russians had as an object of their aspirations to establish 
influence in the area north of the Persian Gulf. They recognized the 
importance from the standpoint of these strategic accesses to estab- 
lishing dominance in that area. 

In recent years this area has acquired a strategic significance as 
important, or maybe more important, than these land-sea-air bridges, 
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and that is through the existence in the Persian Gulf area of one of 
the greatest accumulations of oil in the world. Half of the known 
reserves in the world are in a small area, to the east in Iran, north in 
Iraq, to the west in Kuwait and Saudi Arabia. 

In a narrow strip of territory along the western side of the Persian 
Gulf, corresponding roughly to where the oil derricks are shown on 
the map, there are oil fields the aggregate of which exceeds the known 
petroleum reserves of this country. The oil is vital today from the 
standpoint of Europe, Asia, and Africa. 

It will be vital not only for that reason, but also for our own needs 
in time to come as our own discoveries of oil taper off. 

One finds, despite the fact we have here the unique accumulations 
of strategic factors, a very unsatisfactory political situation on the 
part of the countries themselves. They have an unsatisfactory 
political situation internally and on the part of their relationships 
with each other and their atitude toward the West. 

This area of the world has always been one of turmoil, dissension 
and strife, probably arising out of its location, because it has been 
traversed and conquered so many times by world conquerors, from 
Alexander the Great down to the present time. 

There has been in addition injected in recent years an entirely new 
factor which has raised to a new pitch the internal dissensions in this 
area and their animosity toward the west. 

Just as we were recovering from the effects of the colonial era, 
these countries having emerged as independent countries from the 
Ottoman Empire, and since the First and Second World Wars, having 
emerged as independent countries from the French, we found injected 
a new element, the element of Palestine, which has raised a new 
fundamental tension and animosity. 

Rightly or wrongly, the Arab States credit this country with the 
creation of the State of Israel, which they construe as an- act un- 
friendly to them; as one endangering their future security. It has 
created a feeling of suspcion and distrust toward this country, which 
is one of the important elements of conditioning their attitudes toward 
us and toward the present cold-war struggle. 

In addition, the people of this area see in their area certain acts of 
the Western Powers which they construe as recollections of the colo- 
nial era. They see treaties which give certain territorial rights to the 
European powers. They even see in some of the oil concessions or 
concessionary arrangements, a recollection of the colonial era which 
fostered concessionary arrangements. As a result, there is in these 
countries a feeling which is usually described by some as one of neutral- 
ism, one of not wishing to take sides in the great east-west struggle. 
And in the light of the strategic importance of this area and the im- 
portance of that oil, it is very important to us, as well as to our allies, 
to combat and overcome this feeling of neutralism; to be sure that 
these people in the cold war are sympathetic with us; that they will 
be determined to resist an invader; that they will work against sub- 
versive measures internally in their own countries, or, if they should 
ever be taken, they would seek to be liberated from the invader. 

I had occasion very recently to make one of my periodic visits to 
these countries of the world. I talked to every chief of state in these 
areas, and I sought to determine what was the basic cause of their 
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feeling of neutralism, and I found basically the cause was derived 
from a feeling of insecurity. 

These people had seen us make great efforts in assisting the people 
of Western Europe and the people of Greece and Turkey, to help build 
their economy and to strengthen their military forces. They had 
seen us extend military pacts to the countries of Western Europe 
and yet we had made no such efforts with respect to these countries. 
We had asked them to take great risks in subscribing to the resolution 
of the United Nations branding China as an aggressor. They say, 
“Tt is easy for you to take that risk because you are halfway across 
the world from Russia. You have the largest military force in the 
world. Here we are weak. You have ih no effort to strengthen 
us. We are exposed. We are right under Soviet pressures, and you 
ask us to take this step which would, in a sense, get us out on a limb 
vis 4 vis the Russians to the north.” 

So I became convinced, and I believe our Government has—and I 
believe that feeling is shared by our western allies—that the basic 
problem with respect to these areas is to give them a feeling of security ; 
to demonstrate by tangible means that the west is interested in 
helping them economically and militarily to the limited extent to 
which they are capable of developing their defensive forces. 

That is why there is proposed here both military and economic 
assistance, not just to Greece, Turkey, and Iran, which we have aided 
in the past now every successfully, but also the other Arab states and 
Israel; both economic and military assistance on a very modest scale, 
but, nevertheless, something that will show these people that we have 
an interest in them; that we will help them with their basic economic 
development; that we will help them build their defensive forces so 
that a stability in depth can be provided in the Middle East which 
will make possible a defense of the Middle East if war comes to that 
area. 

MILITARY PROGRAM PROPOSED 


Now, the military component of this program which is proposed 
does not call for increased appropriations from your committee. It 
does provide that, subject to their meeting certain requirements, the 
President can transfer up to 10 percent of the amount appropriated 
for Greece, Turkey, and Iran to provide military assistance to these 
states. 

You can be assured that it would be done only when it could be 
shown that the military equipment could be used by these countries 
in building up defensive forces which could participate on an area 
basis in the Middle East defense; that they would cooperate with 
whatever command relationships are established in the Middle East 
and there is under discussion, as you may have gathered from reading 
the papers, a Middle East command under Allied leadership which 
would provide a coordinating mechanism for the full utilization of 
what forces these countries are willing and able to create. 

It would have to be shown that the countries themselves have 
strategic importance and that their defense would be of importance 
to our national interest. After such a finding, this limited amount 
of military equipment could be transferred to these countries and 
small military missions could be sent to these countries. 
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Now it is quite obvious that a military supply program for these 
countries is not the basic answer to their insecurity. These people 
live at one of the lowest levels of life existing in the world today. 
The average income of the inhabitants of this area ranges from some 
$40 a year, which one finds in Iran and Jordan, up to extremes of, 
say, $150 a year, with the exception of Israel which, living on a Euro- 
pean basis, averages some $300 to $400 a year. 

These people do not face the problem of the European countries of 
a restoration of an industrial economy destroyed by war. There is 
not even the problem of a deficiency in balance of payments because 
4 indeed would never have had the means to finance a deficiency 

alance of payments. Their payments are balanced, but the 
tragedy is they are all balanced on such a low level that the people 
themselves cannot share in the progress which they have seen else- 
where in the world and which they are now demanding of their 
leaders. 

Mr. Gary. Is that true also of Iran? 

Mr. McGuer. Yes. It is particularly true of Iran. 

Mr. Gary. With all that oil, why do they not have a higher stand- 
ard of living? 

Mr. McGuee. It is unfortunate that the Iranians have not made 
a better application of their oil revenues toward their development 
problem. They made a start. They conceived very well a basic 
development program. 


DISCUSSION OF IRANIAN SITUATION 


You have heard, I am sure, of the 7-year program which was to be 
financed by their oil royalties, and they passed a law which said that 
all rovalties must be set aside for the development purposes, and 
they hired a very competent group, the overseas consultants from 
this country, to lay out a 7-year plan. The expenditures for that 
were to aggregate $690 million to be financed from oil. 

There are many explanations why this plan has not been carried 
out. One explanation, and a fundamental explanation, is that they 
have not been able to reach an agreement with the United Kingdom 
or the British oil interests for the terms under which the British 
would develop the oil of Iran. 

For 2 years there has been under negotiation a change in the 
agreement negotiated in 1933 and which would have provided a greatly 
increased revenue from royalties, an increase, say, from $40 million 
a year up to $80 million or $90 million a year. Unfortunately, they 
were never able to agree, and as a consequence the benefits from that 
increase have never yet been made available to the Iranian economy. 
If they do reach an agreement now with the British large sums would 
accrue, and ultimately they would be able to finance large projects. 

Mr. Gary. They have been getting very small percentages of the 
profits derived from the oil. 

Mr. McGuer. Of course, these are all relative. It is true the 
amount they got per barrel for their oil did correspond with that of 
the other concessionaire arrangements in the Middle East. The 
amount, for example, which was offered to them under the supple- 
mental agreement in 1949 was almost precisely that which ARAMCO, 
the Arabian-American Oil Co. of Saudi Arabia, gave in 1950 to the 
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Saudi Arabian Government. It was greater then than that offered 
by the Iraq Petroleum Co. to Iraq. 

Now, then, an offer was made to Iraq that brought them even to the 
Iranian offer, and Ramco offered to Saudi Arabia an increased amount 
as a result of pressures by the Saudi Arabian Government which 
brought Saudi Arabia up to a 50-50 profit-sharing basis, which is the 
base in Venezuela and other countries. This put Saudi Arabia ahead 
for a brief period and made it more difficult for the Anglo-Iranian Oil 
Co. to consummate their supplement agreement with the Iranians. 

The Anglo-Iranian Oil Co. did ultimately offer the 50—50 profit- 
sharing basis to Iran, but by that time the passions and the feelings 
in Iran, which had been centered around the desire to nationalize 
their oil properties, had grown to such a fever pitch that it was not 
possible to negotiate an agreement on the basis offered. 

An answer simply is, there is a revenue possible to the Iranian 
Government if they can make an arrangement with the British oil 
interests. 

Mr. Gary. What are they demanding now from the British? 

Mr. McGueer. The basic Iranian position, from which they have 
not receded, is that they will run the oil business themselves, the 
National Iranian Oil Co., and they will themselves derive all the 
profit, setting aside a portion to compensate the Anglo-Iranian Oil 
Co. for its interest in the properties, so there is no meeting of the 
minds between the Iranian Government at present and the Anglo- 
Iranian Oil Co., or the British Government representing the oil com- 
pany, with respect to a division of the profits. - 

Mr. Gary. Can the Iranians operate the oil industry? 

Mr. McGuer. We do not think they can, sir. They do propose 
hiring foreign technicians, and under their particular concept they 
have offered employment to the British technicians, but the British 
technicians have not seen fit to accept employment under those terms. 

If I may, sir, I will come back to Iran briefly, although I am glad 
that your questioning has brought out most of the basic facts in con- 
nection with Iran and with respect to the military assistance for Iran. 

Let me terminate my over-all discussion here because I do not want 
to take this beyond the interest of your committee. 


NECESSITY OF ASSISTANCE TO MIDDLE EASTERN COUNTRIES 


' I would like to say that we feel that it is necessary to help these 
Middle Eastern countries in a modest way to help them start lifting 
themselves by their bootstraps, in a sense; to give some hope to their 
people that their way of life can be bettered, at least to a small degree. 

hese programs we are presenting are modest programs. They 
involve, basically, American technicians going out and helping these 
people grapple with their basic environmental and developmental 
problems; problems of how to put water on land which can produce 
and which would make possible nomadic peoples to be settled, for 
people in the slum areas in Baghdad to be given farms from which 
they could derive their own livelihood. 

hen there are problems of health dealing with diseases which have 
always been prevalent in this area, and which have kept the standards 
of labor and the will of the people at low levels. 
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Then there are environmental problems of education, and we must 
attempt to teach these people vocational trades so that they can be 
assisted in bettering themselves. 

There are problems of transport, basic transport, of building roads 
where roads have never been. There are problems of government 
administration, to attempt to make a start, giving these people some 
of the benefits which more modern societies have acquired. 

We realize that it is up to these people themselves to do this. We 
can give only the technical assistance to help, and they must provide 
the basic effort, and they must have the will to do so if it is to be 
successful. 

I think when Dr. Bennett describes to you the type of agricultural 
extension programs we have in mind and the types of social centers, 
and the types of demonstration farms, you will agree that it is a type 
of program which is adapted to helping backward nomadic peoples 
to raise their standards through increased agricultural production and 
through a beginning of some industrial production which is appropriate 
to this territory. 

If we are to strengthen these peoples’ wills to assist in the cold 
war; if we are to overcome this feeling of neutralism which exists; 
if we are to expect the whole-hearted cooperation of these peoples in 
this great struggle in which they run great risks—in a sense, risks 
greater than ours—we must provide them an incentive; we must 
show them they have something to gain by their solidarity with the 
west; we must show them the future offers more to them than has 
the past. 

Now, we have in addition to these basic problems which are char- 
acteristic of the area another problem which we have met elsewhere 
in the world and which you have already given attention to in con- 
nection with Western Europe, and that is the problem of displaced 
people. 

PALESTINE REFUGEE PROGRAM 


There is in this area, which can barely support itself, imposed the 
—" of 850,000 displaced people arising as the result of the Palestine 
conflict. 

The United States has assumed certain responsibilities with respect 
to these people deriving from the fact that the United Nations played 
a key role in the creation of the State of Israel and that no one else 
was able to take responsibility for the maintenance of these refugees 
in the immediate period following the Palestine hostilities. These 
people constitute an impossible burden on the Arab States wherein 
they now reside, and without outside assistance they indeed would 
drag these states down to bankruptcy, and greatly aggravate the 
tension existing between Israel and the Arab States. 

Admitted that the prospects for an over-all peace between Israel 
and the Arab States do not look too favorable, in spite of the Palestine 
Conciliation Commission meeting now being held in Paris, one could 
recognize that it would be impossible if some solution is not found for 
the disposition of the 850,000 displaced peoples, and, as a consequence, 
one of the largest elements of this program is the request for $50 mil- 
lion which will go toward our contribution to a United Nations pro- 
gram, not just feeding people, but to provide as well some way of 
settling them on the land so that they will be self-supporting. 
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I will deal with that later. I just wanted to mention that. 

Mr. Gary. That is not included in this estimate? 

Mr. McGuee. Yes; it is included in the $160 million request under 
the economic-assistance program. 

Mr. Gary. For title II? 

Mr. McGuesr. Yes. That is an integral part of this presentation. 

Mr. WiaeLeswortu. Off the record. 

(Discussion off the record.) 

Mr. MeGuer. We feel that it is very necessary in going forward 
with this program that we maintain this balance, this neutrality. We 
consider that a basic principle of any assistance program in the Middle 
Kast. 

We would also preserve this balance in the case of the military pro- 
gram, and would attempt to give effect to the tripartite declaration 
made by our Government, Britain, and France, which indicated that 
we wanted to help build up this area defensively as a whole, but which 
stated that we would not furnish arms to these countries if they were 
going to use them for an aggressive military position vis-A-vis the 
other. 

We are not attempting to push forward Israel at Arab expense, and 
we are also showing Israel that we have not ignored the grave prob- 
lems which she faces in her large problem of refugees. 

I assure you that in any arrangement we would work out we would 
attempt to deal with these countries as equals. They are sovereign 
powers. 

In any command-relationship set-up, or any economic program 
put forward, we would deal with these people on the basis of respect 
for their integrity as individual nations. 

Mr. WicGLeswortnu. Off the record. 

(Discussion off the record.) 

Mr. McGuer. We feel that if we can, through this program we 
propose, create a sense of solidarity with the west, that the Middle 
East, this vital and strategic area, can be made a strong point rather 
than a weak point in the total policy of containment of Soviet designs. 
We feel that if we can continue to assure the utilization of the oil of 
the Persian Gulf area to Europe and elsewhere in the world where it 
is required, then the great defensive capability built up in Turkey will 
be flanked in Iran by a defensive capability, and backed up by stability 
and defensive capability in depth, so that the Russians would be 
deterred from an adventure in the Middle East by proof that they 
would have to make a major effort there. 

Limited as they are, the defensive forces of these Arab states and 
Israel, fighting in defense of their own homelands, and in partnership 
with a terrain as difficult as any in the world, would require a tremen- 
dous movement of Russian troops, if the Russians actually sought to 
come to the Persian Gulf or the Cairo-Suez area, which would be their 
strategic objective. 

Mr. WiaGteswortu. You are talking about sometime in the future? 

Mr. McGuesr. Mr. Wigglesworth, you mean when we can get this 
strength that I speak of? May I go off the record a moment? 

(Discussion off the record.) 

Mr. McGuesr. There can be, in a relative short period, built up 
stability in the Middle East which will be a major deterrent to Russia 
in the Middle East, and as a consequence a major deterrent to war. 
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If Russia were able to seize the Middle East through subversion or 
mow means she has demonstrated elsewhere, we would have suffered a 
or defeat, a defeat from which it might. not a ssible to recover 
thout the Russians even having fired a shot. That is why we feel 
that this modest investment at this time is a good investment in our 
security interest. Otherwise we would not be presenting it to you. 

If that would be enough, Mr. Chairman, for an over-all statement, | 
would like to just deal briefly with Iran, to supplement what may have 
come out of the previous discussion here, and then to pass to Mr. 
O’Hara for justification of the Iranian military figure. 

Mr. WicGiesworru. Let me ask you a question or two. It is a 
little difficult to know how much to ask on the record or how much 
off the record. 


AMOUNT OF MILITARY AND ECONOMIC AID 


I understand that this over-all picture contemplates $160 million 
in economic aid, which compares with about $33 million of that aid in 
fiscal 1951 and some $6 million in fiscal 1950. 

Mr. McGueer. That is correct, sir. 

Mr. Wieeteswortnu. It also contemplates about $396 million of 
military aid, which compares with $292 million in fiscal 1951 and $172 
million in fiscal 1950. 


TRANSFERABILITY OF FUNDS BETWEEN TITLES 


In addition to those figures there is a 10-percent transferability 
clause in the authorizing legislation as between this title and any other 
title of the act, is there not? 

Mr. McGuer. Yes, sir. 

Mr. WicGLEsWworTH. Any part or all of which could be applied 
either for economic or for military aid under title IT; is that right? 

Mr. McGuer. That is my understanding, sir, of the transfer ability 
clause. 

Mr. WicGLeswortu. Now—— 

Mr. McGuee. Excuse me. 

Mr. WicGiesworts. Is that answer correct? 

Mr. McGuer. The transferability, sir, is as between the titles, but 
only in the military or in the economic, not between the military and 
the economic. 

Mr. WiaGieswortsh. In other words, 10 percent made available 
for economic aid in any other title could be made available for economic 
aid in this title? 

Mr. McGuer. Yes, sir; that is my understanding. 

Mr. Wicciesworts. And the same is true with respect to military 
aid in any other title? 

Mr. McGueer. That is correct. 

Mr. Gary. Of that $175 million. 

Mr. McGuee. It has been reduced to $160 million, sir, in the House 
report. 

REFUGEE PROGRAMS 


Mr. Gary. As I understand it, of that $160 million $100 million is 
for Israel. 


Mr. McGuer. Yes, sir. 





457 


Mr. Gary. And the Arab refugees? 

Mr. McGuer. Yes, sir. $50 million is for the immigrants coming 
into Israel. There is, in addition to the amount for Israel, $50 million 
which would go to the U. N. program or for the purpose of support- 
ing the U. N. program for Arab refugees and their resettlement. 

Mr. Gany. $100 million of the $160 million is for the refugee pro- 
grams? 

” Mr. McGuer. That is correct; the two refugee programs. 

Mr. Gary. Which leaves only $60 million. 

Mr. McGuee. Only $60 million; which is the substance of the pro- 
gram. we seek. 

Mr. Wiae.ieswortu. Plus such amounts as might be transferred 
from other titles, if the Administrator saw fit. 

Mr. McGueer. That is correct, sir, but, of course, we have no 
present intention of doing that, Mr. Wigglesworth. 

Mr. WiaeLeswortsu. No present intention; but it is specifically 
authorized in the authorizing legislation, I take it. 

Mr. Couprrt. Would you be satisfied to earmark it in the appro- 
priation bill, to conform to your present intention? 

Mr. McGuer. No. I would assume that the provision is embodied 
to give flexibility in administration of these programs. I think that is 
a desirable thing. I would not like, on my own initiative, to with- 
draw it, sir. 

COUNTRIES IN NEAR EAST GROUP 


Mr. Wiaeaieswortu. As I understand it, you indicate that economic 
aid is going to about 12 different countries? 


Mr. McGueer. Yes, sir. 

Mr. WiacLeswortu. But, as a matter of fact the present plan 
could be altered, and any money made available here could be provided 
to any other country in the Near East up to 10 percent of the total 
requested, could it not? 

Mr. McGuer. Yes, sir. These programs, sir, do include all the 
countries. Of course, some of them are in for very small programs, 
purely technical assistance. 

Mr. WicciteswortH. How many countries are there in this Near 
Kast-Africa group? 

Mr. McGuer. I believe you have correctly given the figure, sir; 
it is 12. 

Mr. Wiae.Leswortu. Well, I can count 14. 

Mr. McGuer. There are 12 countries plus the two refugee 
programs, which do not bring in new countries, but are only programs 
with respect to the other countries. 

Mr. WiccLesworts. When, in section 202, it is provided that— 

When the President determines he may provide assistance to any other country 
of the Near East area and may utilize not to exceed 10 percent of the amount made 
available pursuant to section 201 of this act. 

That means to any one of the 12 countries specified on page 47 of 
your justifications. 

Mr. McGuer. No, sir. That would not include Liberia, which is 
one of the 12 countries, but which could not be construed as being a 
near eastern country. 

Mr. WiaGLeswortu. It would include the other 11; and no others? 
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Mr. McGuekr. Yes, sir. It would include the authority to trans- 
fer to these countries. It would exclude, of course, Iran, which has 
a justification in the military request for Greece and Turkey. Greece, 
Turkey, and Iran are lumped together, so it would exclude Iran. It 
is unlikely that we would extend military assistance to all these 
countries. 

Mr. WieGieswortu. I am not talking about probabilities; I am 
talking about authority. 

Mr. MeGawe. Yes, sir. 

Mr. WreeieswortsH. I want to know what the hmitations are 
under this language; whether it is limited to the 11 countries specified 
on page 47 of your justifications. 

Mr. McGuee. I would say less Liberia and Iran, sir. 

Mr. Wiacieswortu. And would not extend to any other area or 
territory? 

Mr. McGuee. That is correct. 


STANDARD OF LIVING 


Mr. WiaGLeswortH. Now, you have told us about this area; that 
there is no problem of industrial destruction or from adverse balance 
of payments, but that the standard of living is very low and that it 
is felt. that it would be appreciated if that standard could be increased. 
Is there anything new in that situation? 

Mr. McGuer. Sir, there is nothing new in the low standards at 
which these people live. 

Mr. Wiccieswortn. In other words, the standard of living has 
always been low, has it not? 

Mr. McGueer. That is correct, sir. 

Mr. Wiceiteswortn. And the present standard is about as high as 
they have been accustomed to, desirable as it may be to improve it. 

Mr. McGuer. Sir, there has been deterioration in a number of 
these states, which means that standards are going down. That is 
particularly true of the states with these large refugee populations. 
It is true of Iraq, where you have a greatly increased population in 
the slum areas of Bagdad, and it is true in the Nile Valley, where you 
have this large increased population which has not been accompanied 
by a corresponding increase in available land. Generally, through 
this area there is not only no progress but actual deterioration in 
living standards. 

Mr. Wracteswortn. Is it intended to show that when we go into 
the economic aid? 

Mr. McGuer. Yes, sir. It will probably not be possible to show 
all this quantitatively in terms of precise incomes per capita and 
living standards, because these countries do not have statistics of the 
nature that one has m Western Europe. We can show, though, sir, 
in dealing for example with the refugee problem, the impact of the 
450,000 Arab refugees on the State of Jordan. 

Mr. Covuperr. Mr. Wigglesworth, will you yield for a moment? 

Mr. WiaGLeswortu. Certainly. 

Mr. Covpert. Is not what you have just said about the standard 
of living in areas where the population has increased rapidly true all 
over the world, including great areas like India? Is there anything 
peculiar about the Near East in that respect? 





459 


Mr. McGuerg. The near-eastern problem is in many ways worse 
than elsewhere, Mr. Coudert, for the reason that you have this 
inelastic land availability, which means that the increase can find no 
means t&supplement their agricultural production. 

Mr. Coupert. Is not the same thing true of India and Burma? 

Mr. McGueg. It is true in India. 

Mr. Coupert. And Burma. 

Mr. McGuer. They can be assisted in doing so only by the in- 
jection of some new element which only the outside can provide; 
through irrigation, the building of dams, the introduction of methods 
to increase productivity, fertilization, improved seeds, et cetera. 

Mr. Covpert. Is not the same thing substantially true in Italy; 
except that that is not your bailiwick? 

Mr. McGuer.. Yes, sir. I would hesitate to talk too much about 
Italy. I will discuss the problem of India later in title II], Mr. 
Coudert. : 

Mr. Gary. In those countries it is a problem of increasing birth 
rates. Here you have a normal increase accentuated by the refugee 
problem; is that not correct? . 

Mr. McGuer, That is correct, sir. 

Only in Egypt is there really a problem of a very large increase 
through high birth rates. Elsewhere the population is relatively static 
in the Arab states. This derives, to a large degree, from the prevalence 
of diseases and the very high infant mortality rate, which is 200 or 300 
per thousand as compared to 20 or 30 per thousand in this country. 

The basic problem is that there is no slack in the economy; there is 
no land which can be cultivated; there are no mineral resources avail- 
able to be exploited, which can be done on the basis of the efforts of 
the people themselves. People from the outside must help them by 
providing the technical knowledge which is required if you are to 
irrigate the lands, if you are to dam the rivers, if you are to develop the 
phosphate or limestone potentialities. 


DISCUSSION OF TERMINAL DATE OF PROGRAM 


Mr. Couperr. Do you mean that if such outside aid is provided for 
a relatively short time there is reasonable assurance that those popula- 
tions will become economically self-sustaining, or does outside aid 
have to continue over a long and indefinite period of years? 

Mr. McGuer. Mr. Coudert, the program we propose is a short- 
range program. In general, these programs are intended to last 1 or 
2 years, and some, 3. 

Mr. Covupert. I understand that, but that is largely because of the 
governmental procedure, requiring annual appropriations. I suspect 
that it would be a little difficult to get an authorization over a long 
period of years. 

Mr. McGuere. Yes, sir. 

Mr. Covprerr. What I am interested in is your opinion as an expert 
in that area as to whether or not it is your judgment that the situation 
to which you refer is one which is really temporary in character or 
whether it is a quasi-permanent situation. 

Mr. McGuer. These people are now self-sustaining. There is ne 
problem such as existed in Europe of meeting a new situation which 
has been created, as has been pointed out. We seek to help these 
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people raise their standards of living or at least to provide them hope 
tht they can be raised. 

Mr. Covuprert. When you speak of standards of living and,you use a 
comparative term of lower standards of living I take it you are 
comparing them with the American standards of living. 

Mr. McGuekr. Sir, one can compare them, of course, with the 
standards of living of Western Europe or almost all the developed 
portions of the world, and find this comparison between a $80-a-year 
annual income per capita, or $40, maybe, in the case of some of the 
countries, as compared with $1,320, I think, in this country. One 
does not seek to bridge that gap. All you would like to do is to 
provide these people with enough caloric intake to sustain a better life 
and give them hope that even if they cannot have a better home, if 
they cannot have greatly increased acreage of farm land to till, that 
their children or their children’s children can. Where people have so 
little they do not need much to give them hope for the future. 

These programs are very modest. They will not raise greatly the 
standards. They will possibly arrest the deterioration only in certain 
areas and provide modest increases. 

It is very true that we can make any investment we choose to. 
If we made a l-year program it would be good for the country. If 
we made a 2-year program it would be better. If we made a 3-year 
program it might get them over the hump in many fields of activity. 

That is why we make no commitment for a continuing program in 
seeking this program. 

Mr. Coupert. In your own judgment do you see an end to the 
program, assuming we do not have a world war in the next few days 
that upsets all calculations? 

Mr. McGueer. Mr. Coudert, I would say we could end it at any 
time we choose. 

Mr. Covupert. Congress can of course decline to appropriate the 
money at any time, so far as that goes. 

Mr. McGueer. And these people would be self-sustaining and they 
would have profited by the 1- or 2-year program. 

On a personal view, I would say that we should attempt a program 
of 2 or 3 years, or something on that order, if we want to make an 
effective impact on the problem we are attending ourselves to. 

Mr. Covupertr. You still have not answered my question, Mr. 
McGhee. Do you see in your own thinking and the programing that 
you in the Department are doing a terminal date to the present pro- 
gram, or do you see an open-end program of aid that may go on 
indefinitely? 

Mr. McGuer. Mr. Coudert, in terms of, say, rather limited objec- 
tives, I think one can easily see a terminal date. One can see, if our 
technicians aid this country for 2 or 3 years and help them establish 
their own extension services, establish their own farms, that once the 
basic dams are built and these people have built development boards 
with trained personnel, some of them trained in this country and some 
of them trained at Beirut, that they can go on. 

Mr. Covupert. In other words, you are prepared to subscribe to 
the proposition that we, as Members of Congress responsible for this 
appropriation, may say to our constituents that this is a capital invest- 
ment program of a relatively short duration, at the end of which time 
it should no longer be necessary to continue that kind of economic aid. 
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Mr. McGuer. Mr. Coudert, I would like to modify what you 
have stated. 

Mr. Coupert. State it in your own words. 

Mr. McGuer. By saying that we will have achieved important 
objectives in a short period of time; that we may wish, from the 
standpoint of our own interest, to continue probably with a very 
reduced program; maybe just almost entirely technical assistance 
without any expenditures for the procurement of things or for capital 
investments. After a relatively few years the choice open to us may 
be whether we wish to continue a modest program of technical assist- 
ance which will continue to assist in achieving these same objectives 
or whether we would like to quit entirely. 

Mr. Coupert. Perhaps there is no objection to the program you 
are proposing for the present time, if an end could be seen. 

Mr. McGueer. Yes, sir. 

Mr. Coupert. But I am disappointed that you are not more 
encouraging as to the end date of this thing. 

Mr. McGuek. Yes, sir. 

Mr. Coupert. So that the American people might have something 
to look forward to. 

Mr. McGuer. The Arab refugee program, which is an important 
component, has a definite time scale. It has been estimated that it 
can be completely liquidated in 3 to 5 years if the necessary funds 
are available. The amounts we request are all that one needs to 
get started. There you have a $50 million component which you 
can see liquidated. 

The question of immigration into Israel is a question which depends 
to a considerable extent on the policies of the Government of Israel. 

However, there are certain physical limitations indicated that show 
they cannot forever take in people at the present rate of influx. I 
think you can expect an orderly achievement of that program. 

The remaining program, the $60 million which we seek, involves 
very small capital items. There are one or two aggregating a few 
million dollars in this program. The rest of it is basically technical 
assistance, American technicians going out. 

Dr. Bennett, I am sure, can address himself to this more authori- 
tatively than I, but over a period of years the need for these people 
will decrease. 

Mr. Coupert. Thank you very much. 

Mr. McGueg. All right, sir. 


MERGER OF POINT 4 PROGRAM 


Mr. Wiae.Leswortn. Is there any point 4 operation in this.same 
area, in addition to what we are referring to now? 

Mr. McGuer. Mr. Wigglesworth, the point 4 operation for the 
past fiscal year, which is being carried over, will be merged with this 
new program, and all the activities under that program will be inte- 
grated and embodied in this program. 

Mr. WieaLteswortnH. Will there be additional funds? 

Mr. McGues. No, sir; no additional funds. 


Mr. Wice.teswortn. In addition to what we are talking about 
now? 
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Mr. McGueer. No, sir. This includes in a sense an enlarged 
concept of the original program, but still a very modest program in 
terms of any capital investment of the type we have been used to in 
Western Europe. 


APPORTIONMENT OF FUNDS FOR MILITARY AID 


Mr. WieeieswortH. Let me ask you one other question. You 
say you want $396 million for military aid. That includes the aid to 
Greece and Turkey? A 

Mr. McGuens. Yes, sir. Most is for Greece and Turkey, sir. 

Mr. Wiaciesworrs. But I understood you to say that you 
expected to make some military aid available to’many if not all of 
these countries and to obtain that under the transfer clause. Is that 
right? 

Mr. McGuer. Yes,sir. It isa particular transfer clause applicable 
to the Greek-Turkish-Iranian program, which does not require addi- 
tional authorization from your committee, sir. 

Mr. WicGLeswortH. You mean it comes out of the Greek-Turkish- 
Tranian fund? 

Mr. McGuer. Out of the $396 million; yes, sir. 

Mr. WiGGLeswortH. You are going to take some of that away from 
the total, on the theory that it is not needed in Turkey or Greece or 
Iran, and put it somewhere else among these dozen countries? 

Mr. McGuer. That is correct, sir. 

Mr. Gary. Not on the theory that it is not needed, but on the 
theory that it is needed more elsewhere. 

Mr. McGuen. That is correct, sir. I believe you could make a 
good case. | am sure your committee has already heard the people 
who have spoken of the Greek-Turkish program, even as to a possible 
enlargement of it. However, we feel that as an investment a very 
modest portion of that program could be invested in these countries 
to provide stability in depth in the Middle East. 

Mr. Wice.eswortu. All right. How much of the over-all total 
is going to be taken away from the Greek-Turkish-Iranian military 
aid? 

Mr. McGuer. Mr. Wigglesworth, we cannot foresee that. We 
only seek the authority to transfer up to 10 percent, which would be 
$39.6 million. The reason we cannot foresee it and the reason we 
cannot present you country programs is because this all has to be 
developed as a part of the development of command and military 
cooperative relationships in the Middle East which are now in process. 

Until that time can come 

Mr. WiecieswortH. Do you not know that vou are going to take 
some of that money away and use it in these other countries? 

Mr. McGuer. No, sir. Our present expectation is to take some 
of the $39 million that has been sought. How much it is not possible 
to tell. 

Mr. WiccLeswortu. You do not know how much? 

Mr. McGuesr. To which countries it would go it is not now possible 
to tell, unfortunately. There is the problem of what the British 
are doing and what the French are doing in this territory. We 
would not like to duplicate that. There is the problem of the attitude 
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of these countries. Unless they assume a more positive attitude and 
abandon this neutralism we do not wish to build them up. 

Mr. WicG.ieswortn. Off the record. 

(Discussion off the record.) 


MILITARY AID PROGRAM FOR IRAN 


Mr. Coupert. I would like to ask a question for the record while 
we are on this. I understand that some part of this military aid 
program for that area is planned for use in Iran. Is that correct? 

Mr. McGueer. Mr. Coudert, the amounts to be used in Iran are 
justified separately and in terms of concrete figures as a part of the 
Greek-Turkish-Iranian total figure of $396 million. 

Mr. Gary. We are going to take that up after we get through with 
this general discussion. 

Off the record. 

(Discussion off the record.) 

Mr. McGuer. May I say a word, Mr. Chairman, about Iran? I 
would like to state first that we started our military assistance pro- 
gram in Iran 2 years ago. We did so on the conviction that it was 
to our national interest to build up this modest defensive force which 
Iran is capable of, an army of some 125,000 people. This is at the 
same time a deterrent toward Russian adventure in this area. It 
adds up, with all the other forces, to a cumulative deterrent. It also 
is a great source of morale to the Iranian people to stand firm against 
Russian pressure. Each country wants to build up its own defensive 
capabilities to the maximum. The expenditures in Iran have been 
very modest. Those figures will be gone into by the military. They 
are small in comparison with Greece and Turkey. But we do feel 
that they are all that the Iranian Army can absorb in an effective 
way. Nevertheless, we feel that it is to our advantage that they do 
absorb that equipment, and thereby increase their defensive capability. 

Right now, when Iran is threatened by different subversive forces 
of the Tudeh Party, which took the from of organized riots in the oil 
fields at the time of the oil crisis, we were justifiably confident about 
the Lranian situation as a result of the fact that we had given the Shah 
and his army some military equipment, to use in that internal problem. 

So, apart from the Russian menace, the Iranian Army has a very 
important role to play in maintaining internal order in Iran and it will 
serve, we feel, also in achieving purposes which are important to us. 

The tanks that we gave under the program were used in the streets 
of Abadan to send the strikers who had been incited to riot by the 
Communists, back to their homes. They were assisted in coping with 
that situation through use of the equipment which had been furnished 
them under our program. The Iranians are determined to defend their 
country if they are invaded by Russia. 

(Statement off the record.) 

With that, Mr. Chairman, I would like to turn to our military 
friends to present the particular programs which they are proposing 
for Iran. 

ECONOMIC AID TO IRAN 


Mr. Covuprertr. Mr. Chairman, may I ask one question? Does it 
appear in the record what the actual economic aid was to Iran in 1951 
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and what is proposed for 1952? Because, as I look at the justifica- 
tions I am not sure that there is not an error in the figures. 

Mr. McGuer. We have not previously offered economic assistance 
to Iran. It is proposed here for the first time. I might say that the 
same is true of all these countries. 

Mr. CoupErt. How much are you proposing for this year for Iran 
in economic aid? 

Mr. McGuee. In our original presentation we proposed $23,450,000). 
Now that must be revised in the light of the cut that we sustain in 
the conference. 

Mr. Covupert. Have you decided how far that will be reduced? 

Mr. McGuecr. Our present thinking is that the Iranian figure not be 
reduced, that the reduction be taken in the program for Israel and the 
Arab States. That is offset somewhat by the fact that Israel, in addi- 
tion to what has been requested for her, 1s being given this $50 million 
for immigrants'and the Arabs are being given the $50 million for 
refugees which will, to some extent, be of benefit to the economy in that 
the expenditures will be made in the Arab countries. 

Mr. Covupert. In your justifications under actual 1951, at page 47, 
opposite “Iran” there is a figure “1,524.4.” 

Mr. McGuer. Yes, sir. 

Mr. Couprert. What does that mean? 

Mr. McGuee. This is the point IV program, which was instituted 
for the first time last year. 

That will be the actual amount which will be spent. 

Mr. Couperrt. Is that $1 billion? 

Mr. McGuee. No, sir; $1% million. It is a very small program. 

Mr. Gary. We are going to take those figures up after we finish 
with Iran. 


TITLE II. NEAR EAST AND AFRICA—MILITARY 
ASSISTANCE 


Taking up particularly the military-assistance program under 
title II, do you have a table on this military program for Iran? 

Mr. O’Hara. The military-assistance program for Iran is included 
in the military assistance sought for the countries under title IT of the 
act which, in addition to Iran, covers Greece and Turkey. As 
Mr. McGhee has said, if the President should determine that other 
countries in this area are to be given military assistance, 10 percent 
of the total amount of $396 million made available this year could be 
used for such programs. 


COMPARATIVE SUMMARY OF OBLIGATIONS AND ESTIMATES 


Mr. Gary. Those tables are already in the record having been 
introduced when we discussed Greece and Turkey, is that correct? 

Mr. O’Hara. I believe they were, sir. However, I will check the 
record on that and make certain of it and if they have not been, I will 
put them in at this point, if you prefer. I would like at this time, 
however, when I put them in, at whatever place, to put in tables 
showing the adjusted amounts in accordance with the total approved 
by the conference committee. In this case it would be $396,250,000, 
rather than the original request of $415 million. 
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Mr. Gary. We would prefer that. 
(The information is as follows:) 


Comparative summary of obligations by activity 





Activity | Actual 1950 | Actual 1951 | Pstimated 





} ' 
| $171, 967,936 | $285, 343,313 | $461, 027, 101 
829, 753 | 6, 499, 582 4, 241, 193 


172, 797,689 | 291,842,895 | 465, 268, 204 











GENERAL STATEMENT 


An appropriation of $395,250,000 is requested for programs for continuing 
military assistance to Greece, Turkey, and Iran in addition to continuing avail- 
ability of balances of prior appropriations. The unobligated balances are re- 
quested in these programs for the same reason as in title I, i.e., the 1951 program, 
including the unobligated balances was considered as an asset in determining the 
1952 program requirements. 

The programs for Greece and Turkey are proposed to be continued on the basis 
initiated under the act of May 22, 1947, (Public Law 75) as amended. These 
are by far the larger part of the total request. 

The program for Iran is based upon more limited forces and capabilities and 
directed primarily at maintenance of internal security, but with limited capacity 
to resist aggression. Training of the forces of Iran is being increased in tempo, 
partly by addition of training personnel to our military mission in the country. 

A provision in the pending authorization legislation would permit use of not 
to exceed 10 percent of the total funds appropriated for this title for providing 
military assistance to other countires in the Middle East, but no program has 
been developed for any such countries. If the provision of such assistance is 
subsequently directed in accordance with the legislation as enacted, it would 
require a modification of the present programs for Greece, Turkey, and Tran, with 
some delay in the attainment of our objectives in those countries. 

The countries in this area have long been famed for the fighting qualities of 
their people and for their love of independence. They have shown notable 
progress since World War I, but they are still far below western European 
standards of technical skill. It is probable that they would not at any time in 
the near future be able to support adequate forces to defend their areas without 
military matériel, training, and technical assistance from us. In both Greece and 
Turkey, however, there has been substantial progress during the past 2 years in 
development of limited maintenance establishments for their military forces. 
The program for 1952 contemplates continuance of this development, and the 
provision of tools, matériel, training, and technicians for such purposes. In the 
programs for these countries, too, provision has been made for the construction 
and equipment of military facilities required to make their forces effective. 


Training—Comparative summary of obligations by category (fiscal years 1950, 1951, 
and 1952) 





Number of spaces Cost to United States 





General category 


Actual, | Estimate, Actual, | Actual, Estimate, 
1951 1952 9 1951 1952 





A. Formal training, United States_._- i 780,586 $4,062,394 | $2,290,815 
. Instructor-interpreters 114, 000 171, 640 
>. Miscellaneous fund Naar 74, 944 33, 897 
. Formal training, overseas 75 39, 309, 0&3 378, 546 
». Mobile training teams 125, 250 162, 876 
. Technical assistance MERE ESTE 243, 835 91, 100 
i}. Training aids , | 1,570, 076 1, 112, 319 


REACH RR OC i | | 6,499,582 | 4, 241, 193 
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Matériel—Comparative summary of obligations by category 





Category 


Matériel 





Actual, 
1950 


Actual, 
1951 


Estimate, 
1952 





Aircraft, spare parts, airplane Set and supplies 
Vessels 

Vessel equipment __ 

Electronic and other signal equipment 

Ordnance equipment and supplies 

Engineering equipment and supplies. __. - 

0s Reemmecate equipment and supplies. 


Medical equipment ‘and supplie s 
Chemical equipment and supplies 
Adjutant general supplies__................--- 


Subtotal (matériel) 


Repair and rehabilitation of United States excess...__---._-_- 


Total, matériel and repairs of rehabilitation and excess 
Accessorial costs ‘ 


Grand total 


Acquisition cost of excess items---.......-....... vcntnadasioiduectiity 





$16, 841, 038 


96, 691, 445 
25, 459, 731 
16, 381, 256 

96, 699 





751, 841 


165, 005, G15 | 
2, 400, 678 


$33, 230, 752 
36, 584, 120 
3, 895, 857 
9, 868, 973 
132, 074, 249 
34, 097, 252 
9, 277, 614 
1, 112, 528 
3, 982, 962 
296, 783 


264, 421, 090 
6, 823, 579 


$202, 196, 371 
1, 764, 000 


, 610 
225, 601 
, 426 

35, 200 


o> 
sate 


38, 804 





167, 406, 293 | 
4, 561, 643 | 


271, 244, 669 
14, 098, 644 


434, 243, 167 
36, 233, 94 





“Ai, 967, 986 | 


17, 873, 347 


~ 285, 343, 313 





~~ 33, 704, 961 | 


461, 027, 101 
13, 713, 580 
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IRAN 


Mr. O’Hara. The program of military assistance for Iran is, gen- 
erally speaking, to take further steps toward the provision of forces 
which can maintain internal security, which can provide limited de- 
fense and can act as a deterrent against aggression. 

The country itself, in its flanking position to Turkey, is strategically 
important aside from the importance of its oil fields and, as Mr. Mc- 
Ghee has very plainly pointed out, the capabilities of limited forces 
in Iran are very great by reason of the nature of the ground and the 
nature of the area itself. 


MILITARY STRENGTH IN RELATION TO POPULATION 


The Iranian Army is not a large army in the sense that many of 
the Western European forces are becoming fairly large armies. Its 
strength in less than seven per thousand of population in the country. 
The population of Iran is approximately 17 million people at the 
present time. 

Mr. Gary. How does that compare with prewar? 

Mr. O’Hara. Actually it is somewhat larger than prewar; but not 
very much. 

Mr. Wiceeieswortu. Do you mean the population or the precentage ? 

Mr. Gary. Population. 

Mr. McGuee. There has been no great growth of the Iranian popu- 
lation. It is relatively static, according to my understanding. 

Mr. O’Hara. The forces in the country have traditionally been more 
tribal than formally organized, until recent years. 

The present Iranian forces are organized in part from conscrip- 
tion. They have a national service act now which provides for a 
24-months’ tour of service at 20 years of age. They have 40,000 con- 
i gr per year under that peupran: at the present time. 

. Gary. What ages do they conscript ? : 

Mr. O’Hara. 20 years is the present figure. The effectiveness of 
this Iranian Army and a gendarmerie which we have missions to 
train, have been greatly improved by a large quantity of surplus 
equipment that was sold prior to the beginning of the Mutual De- 
fense Assistance Program; at first, material that was left in the coun- 
try and subsquently through additional material that was provided 
from within the United States, Congress having appropriated funds 
in 1948 to provide for its transportation to Iran. 

Under the MDAP, they have had small programs to fill out specific 
deficiencies in 1950 and 1951 fiscal years. 


IMPROVEMENT IN IRANIAN FORCES 


The biggest deterrent we have had to improving Iranian forces is 
the general low level of technical training throughout the military 
establishment. This year a major effort is being made to increase the 
tempo of training in the country, partly by assignment of American 
personnel to the country, to do additional training within the coun- 








477 


try’s own military establishment, and partly by an increased flow of 
Iranian trainees into the United States service schools. 

The improvement since World War II has been marked. In the 
first place, the provision of material has provided an incentive for 
Iran, and secondly, through our missions out there—we have three 
of them, incidentally; I should have mentioned that, a gendarmerie 
training mission, an army training mission and our military assistance 
advisory group—to handle this program. 

Through those things and through their conscription act, they have 
increased the strength of their forces since the war so that they now 
have a substantial forces—greater than any other nation, other than 
Greece and Turkey—in the Middle East. 

(Statement off the record.) 

The capacity of their supporting establishments, especially as to 
maintenance and service support are inadequate. Their training es- 
tablishment are improving their facilities and procedures; their com- 
munications, all of which have been rather poor, have been improved 
with United States equipment furnished to them. 

The munitions industry there is capable of providing partial re- 
quirements for their ammunition and particularly important, a part 
of their explosives requirements which are for demolition charges 
and things of that kind. If they get raw material and some com- 
ponents, they can provide small arms and we are working toward 
developing that industry there. 

Their training is not adequate at the moment, although their indi- 
vidual soldiership is pretty good. The training on that is quite good. 
They are proud and they are valiant soldiers. 

Generally, before they can make really good progress in modern- 
izing their armed forces, with increased effectiveness, their trainin 
methods, standards, and system must be considerably improved nl 
it is for that reason that we are expanding the missions there in the 
fiseal year 1952. 


UNITED STATES MISSIONS 


Mr. Coupert. What do our missions amount to now in numbers? 

Mr. O’Hara. At the present time for the three missions the total 
personnel is slightly over 150. The country itself provides the sup- 
port for the two training missions, the gendarmerie mission and the 
army mission. 

Mr. Coupert. Is that included within the 150? 

Mr. O’Hara. That is right, sir. The military assistance advisory 
group is supported through these appropriations; military personnel 
pay and allowances are paid from our military appropriations. 

Mr. Coupert. So that we do not actually know for our purposes the 
total cost of those missions ? 

Mr. O’Hara. It is included in our presentation of the administrative 
expenses. 

(Statement off the record.) 

Mr. Gary. Do you have any naval program for Iran? 

Mr, O'Hara. No naval program is provided for Iran. 
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SCOPE OF MILITARY EFFORT IN RELATION TO PRODUCTION AND AVAILABLE 
MANPOWER 


Mr. Gary. I wonder if you can give us some general information 
concerning Iran that I do not think we have in the record at the 
present time, such as we have with respect to the other countries re- 
ceiving military aid under title I, namely: The scope of the military 
effort in Iran as compared with national production and available 
manpower, and so forth. 

Mr. O'Hara. The military budget for the last fiscal year was $76 
million in United States equivalent. It is slightly increased for the 
coming fiscal year, and is probably somewhere in the neighborhood of 
$82 million or $83 million. That is the year that ends next March. 

Mr. Gary. What percentage is that of the national product? 

Mr. O'Hara. Roughy 25 percent of their ae anc 4 governmental 
budget. 

Mr. McGuer. The figure that we have is 27 percent, which is very 
close to what Mr. O’Hara stated. 

Mr. Gary. 27 percent of the budget ? 

Mr. McGuer. Of total governmental expenditures. 

Mr. Gary. What percentage is it of the national product? 

Mr. McGuer. We have the total national product as being $1,300,- 
000,000 in Iran. I can do a rapid caleulation here—— 

Mr. O'Hara. It is between 5 and 6 percent, just under 6 percent. 

Mr. WicGLeswortH. Does that figure of 25 percent iscilads the aid 
which we have given ¢ 

Mr. O’Hara. No, sir, that is exclusive of our aid. 

Mr. Gary. I believe with respect to the other countries we had a 
figure of military forces per thousand of population. 

Mr. O’Hara. I said that is was only about seven per thousand on 
their present strength, slightly below seven per thousand. However, 
they have this conscription law now and are building up their forces. 
They have asked that the strength of their forces be kept secret and 
not disclosed and so we have not given it out. 

Mr. Gary. There were some tables put in the record that were taken 
from the Senate inquiry which showed certain military figures, three 
or four tables. 

Mr. O’Hara. Pay and allowances, conscription bases, the cost of 
equipment and the soldiers. 

Mr. Gary. That is right. Can you furnish that information for 
Iran also? 

Mr. O’Hara. I will see if I can and if possible I will have it added 
to those tables. 

Mr. Gary. Thank you, sir. 

Mr. O'Hara. There is one other thing that I think should be added. 
Iranians now are setting up for the first time a reserve system, which 
previously they did not have. In other words, the men who served, 
served and when they finished their service, they were through with 
the military except for a general ukase that they were liable for 
service at any time. They are attempting now to set up a reserve 
program of those who have served their tour as conscripts, so that 
they will be given some assignment in the event of mobilization within 
their forces. 

That is all I have to say generally about the program, sir. 
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Army Program 


Mr. Gary. Colonel, will you give us some information on the Army 
program ¢ 

Colonel Burcess. Yes, sir. The major items of Iranian arms and 
equipment are of foreign manufacture. The delivery of United 
States equipment has permitted retirement from service of many 
items of varied and obsolete material. This has materially improved 
the position of Iran. 

The proposed fiscal year 1952 matériel program is a phase of a 
longer-range ‘ale starting with the shipments of United States 
military surplus equipment in 1949. It is not a short-range, stop- 
gap or emergency project. It has been worked out after careful 
consideration and surveys as to the political situation, the ability of 
the Iranians to absorb and utilize the equipment, economic conditions 
and the highly strategic importance of Iran to the security of the 
United States and the rest of the free world. 

The proposed program provides for signal equipment, such as radios, 
batteries, communication equipment, ordnance, consisting of combat 
and transport vehicles, weapons, ammunition, esac, aera 


engineer equipment, consisting primarily of camouflage materials and 
a 16-ton boiler for an arms factory; quartermaster equipment, con- 
sisting primarily of tentage and medical supplies consisting primarily 
of surgical dressings, kits and drugs. 

Iran operates four arsenals which produce small quantities of rifles, 
machine guns, and ammunition. ‘ 


Industries are dependent on foreign sources for most raw materials 
and tools. 

The truck picture in Iran is as follows: On hand, excluding MDAP 
2,035. There is no country production. The MDAP program for 
1952 provides for 840. The total requirements for trucks is 6,222. 
The assets by 1954, which will include the fiscal year 1952 MDAP are 
4,953, leaving a net deficiency of 1,269. The program has been cut, 
as Mr. O'Hara mentioned, because of the budget reduction. 

Mr. Gary. Are these eliminations that I see in the list that you 
gave us due to the cuts in the budget ? 

Colonel Buraess. Yes, sir. 

Mr. Gary. You have reviewed the program since the authorization 
bill passed and have made some changes in the program which you 
have presented to us. 

Colonel Burgess. Yes, sir. At this time we have made the changes 
in the accessorial cost. We will query the country to determine 
whether any other cut can be made and we hope it can be made in 
motor vehicles, and we expect it probably can be. Motor vehicles in 
this particular program are the lowest priority. 

We recently made a cut in the accessorial costs because we feel that 
due to the political situation, there may be a reduction in the ship- 
ments and we felt we could possibly take it from that source at this 
time. However, we would rather cut from motor vehicles if there is 
any opportunity to do so. 

Mr. WiceteswortH. This total in the secret document submitted 
does not correspond with the total given off the record by Mr. O'Hara. 

Colonel Burcrss. That is for the Army. 


89249—51—pt. 231 
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Mr. O’Hara. There is also a small Air Force program. 

Mr. Wiccteswortn. There is an Air Force program on top of this’ 

Colonel Burarss. Yes, sir. 

Mr. WiccteswortH. But no Navy program? 

Mr. O’Hara. No, sir. 

Mr. Wiceieswortu. The truck figures seem to maintain the usual 
batting average. It works out to about one truck for every 11 or 12 
people in the Iranian Armed Forces. 

I see you have a lot of supplies; quartermaster supplies; water cans. 
canteens, shelter tents, squad tents, and so forth. Do those all have 
to be provided from dollar sources? 

Colonel Burerss. So far as I know; yes, sir. 

Mr. WiceteswortH. Do you know or don’t you know? 

Colonel Burgess. I said to the best of my knowledge; yes, sir. 

Mr. Wiccteswortu. Have you any knowledge or are you simply 
reporting something that you have been told ? 

Colonel Burerss. This request is from the country, sir, and has 
been screened by our MAAG as we previously explained, and 
screened here in Washington and it was decided to furnish those par- 
ticular items at this time. It is true that if they can be furnished, if 
we determine that they can be furnished from any other source, we 
will delete them from the program and put something else in. We 
continually examine these programs and if we can take them out, of 
course, we will be very glad to do so. 

Mr. Wieeieswortn. I should like to feel that there is someone in 
Washington who has some first-hand information, and that the infor- 
mation is not all third- or fourth-hand information, which is passed 
on to us from the countries overseas. 

Colonel Burcess. These are passed upon by the Department of De- 
fense and at the present time, sir, by the Department of State. 

Mr. WicecteswortH. That is a pretty general statement. 

Colonel Burcess. In particular by General Olmsted’s office and by 
the International Security Affairs Committee at the present time. 

Mr. O'Hara. The program in this case is developed by the Military 
Assistance Advisory Group which, in addition to the information it 
receives as a normal military assistance advisory group also gets di- 
rectly from the training missions which are working in the country. 
United States military people, information on the forces with which 
they work and on the depots and establishments which they regularly 
inspect. 

Mr. Gary. The methods by which the items for military assistance 
are determined for Iran are the same methods that are used for the 
other countries which have been previously outlined in our dis- 
cussions / 

Mr. O'Hara. They have one step added, which is the review by these 
missions available to train the Iranians—which have more complete 
information than is available to our Military Assistance Advisory 
Groups in Western Europe. They eliminate, however, the regional 
review, since they are not a part of the NATO organization and do 
not come under review by the Joint American Military Assistance 
Group in London. 

They do, however, get a review in a Joint Chiefs of Staff special 
committee which compares the requests and the items sought with the 
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stated objectives we have for those forces to make certain that they 
contain only those things which are in line with those objectives. 


Arr Force Program 


Mr. Gary. Let us take up the Air Force program. 

’ Colonel Kier. The Iranian air force is, and always has been, under 
the control of military elements which do not fully appreciate or 
recognize the capability or importance of air power. 

I think this is pretty well exemplified by the comparative personnel 
strength of the air force when it is related to the over-all military 
strength. 

(Discussion off the record.) 

Colonel Kix1n. As a consequence, and as it might be expected, there 
does not exist an organizational structure upon which a modern and 
effective air force can be built. Technical competence and technical 
skills are of a very low order. 

The situation in Iran is quite different from that in both Greece and 
Turkey where, fortunately, we do find a viable and potentially excel- 
lent air force once it is modernized. 

It is hoped that the Iranian air force can soon be accorded much 
more recognition by the Iranian military establishment and even- 
tually it can be built into a really effective fighting force. 

ab aS off the record. ) 

olonel Kie1n. However, in consideration of present conditions in 
Tran, and discounting the possibility of any significant changes in the 
immediate future, from a military point of view the sole practicable 
United States Air Force contribution to assist the Iranian air force 
to meet defense requirements is the maintenance support of existing 
equipment for internal security purposes. 

(Discussion off the record.) 

Colonel Kiern. As I have stated, our fiscal year 1952 MDAP pro- 
gram for Iran provides only such equipment as is required to maintain 
and support the air units that they now have in being. 

T would like to pass out copies of the Air Force fiscal year 1952 
MDAP program to the members of the committee for your perusal, and 
I am ready to answer any questions that you may have concerning the 
program. 

You will note that there is nothing in the program that could possi- 
bly be supplied from Iranian indigenous production. 


CARRY-OVER OF FUNDS FROM 1951 


Mr. Wiceteswortn. I want to get from Mr. McGhee a little more 
as to the over-all picture. I note on page 40 of the justifications, 
which I think has already been put in the record, items referring to 
carry-over and also to reimbursable obligations. Does that mean 
that over and above the $396,000,000 which we have been talking 
about for military aid you expect to use $69,000,000 which you will 
receive as an unobligated balance from fiscal year 1951? 

Mr. McGuer. May I refer that question to Mr. O'Hara, since it is 
a military item? 
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Mr. O’Hara. Of the total amount carried over as an unobligated 
balance, which is $69,018,000, approximately $55,500,000 is for the 
completion of 1951 programs already committed which have been 
taken into account as assets in developing the 1952 program, pri- 
marily in Greece and Turkey; $13,000,000-plus has been applied for 
requirements in connection with offshore procurement in connection 
with the Army for Greece. 

Mr. WieeieswortrH. But none of those funds were obligated as of 
June 30 and they have been utilized in the fiscal year 1952. 

Mr. O'Hara. That is correct. 


REIMBURSABLE OBLIGATIONS 


Mr. Wiceieswortn. How about the reimbursable item of $960,000 / 

Mr. O'Hara. The $960,000 of reimbursable obligations is a receipt 
from sales through commissary arrangements; United States ma- 
terial sold to members of our missions in Greece and Turkey. 

Mr. Wiceieswortn. Received in the fiscal year 1952? 

Mr. O'Hara. That is right, sir. 

Mr. Wiccieswortu. And available for the military aid program 
under title II during the fiscal year 1952 ¢ 

Mr. O’Hara. No, sir; they would be primarily to replace the things 
they are received for. 

Mr. Wiceteswortru. You mean that it is all in the nature of a re- 
volving fund ? 

Mr. O’Hara. That is correct, sir. 

Mr. WiceieswortH. It should be added to the administrative ex- 
penditures rather than to the aid program. 

Mr. O’Hara. Except it is primarily material, and we have pre- 
viously carried it in this part of the program. It is in the nature of 
an administrative rather than a program item. 

Mr. Wiceiesworrn. Is it for material, or is it for food, clothing, and 
that kind of thing ? 

Mr. O’Hara. It is for clothing and similar things. 

Mr. Wicetesworrn. It is not for army material ? 

Mr. O'Hara. Not for military equipment; no, sir. 

Mr. Gary. We will recess at 2 o'clock, at which time we will take 
up Mr. Bennett’s statement with reference to the economic aid for 
the various countries. 


Turspay, Ocroper 2, 1951. 


TITLE II—NEAR EAST AND AFRICA—ECONOMIC 
ASSISTANCE 
Mr. Gary. Mr. McGhee, we will now take up the economic pro- 


grams for the various countries, and I think it would be well at this 
point to insert into the record pages 47, 48, and 49 of the justifications. 
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(The justification pages referred to are as follows :) 


Economic AssISTANCE—NEAR East AND AFRICA 
Comparative summary of obligations 


{In thousands of dollars} 





| | ae) " . 
Country: | Actual, 1950 | Actual, 1951 | stimate, 








Total bilateral technical cooperation and special tec be 
nical and economic aid 336. 6 | 3, 809.8 
Multilateral technical cooperation (U. N. contribution) ______- 3, 751. 5 | 
Palestine refugee program _- | 25, 450.0 | 
Relief of refugees coming into Israel } | 





Total obligations 





Comparative summary of obligations by major types of projects 


[In thousands of dollars] - 





Projects | Actual, 1950 | Actual, 1951 —_ 





. Joint commissions and economic surveys.__........_--..-- se 2 1 
. Agriculture, forestry, and fisheries j 
. Education 


-one 


on 


Industry and labor 
. Transportation and communication 
. Mineral resources 
. Water resources 
Government administration and services_......_-___- base 
. Other | 


piety 


ry 
= 


Total bilateral technieal cooperation and special tech- | 
nical and economic aid 
Multilateral technical cooperation (UN contribution) | , 751. 
Palestine refugee program. | , 000. 25, 450. 0 
Relief of refugees coming into Israel | 


Total obligations 6, 336.6 | 33, O11. 3 | 
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TECHNICAL-ASSISTANCE ProGRAM ADMINISTERED BY ECA 


Mr. Gary. Before we take up the individual countries I wonder if 
you would explain to us the difference between the types of technical 
assistance administered by the ECA and that administered by the 
State Department. 

Mr. McGuer. Mr. Chairman, the types of program administered by 
the State Department last year under the so-called point 4 program 
differed from the programs of the ECA—which they have been ad- 
ministering for some years in Europe and in the case of southeast 
Asia for a year—in that they consisted only of technical assistance. 
They did not provide for purchases of large quantities of other sup- 
plies. They did have a provision for small amounts of laboratory 
equipment and the like. 

The programs that are proposed for this year, and which we are 
now presenting to you, go beyond the original point 4 concept in that 
they do provide for wad sex assistance and on a larger scale, but in 
addition, provide for the purchase of supplies, and in some cases, for 
even capital items, although they are limited. 

In addition, limited quantities of consumer goods to engender local 
currency so that the program can be made good. 

That, in a sense, indicates that there is not so much difference be- 
tween the programs proposed for this year and programs which the 
ECA has administered in southeast Asia, or in ‘Turkey, where there is a 
large economic-development program in progress. 

Mr. Gary. Will the State Department continue to handle the tech- 
nical assistance, and the ECA or the new Mutual Security Adminis- 
tration handle the capital outlays ? 

Mr. McGuer. Mr. Chairman, the plan is that only one agency will 
operate in any one country, and that the allocation of countries as 
between the Technical Cooperation Administration and the new organ- 
ization to be set up would basically be in accordance with the size of 
the program and the degree to which the program is technical assist- 
ance and the extent to which it involves capital items. 

All the countries under discussion here, since the program involves 
basically technical assistance and only small amounts of capital items 
of expenditure for things, would be administered by the Technical 
Cooperation Administration. 

I think it is planned that Iran, which involves an expenditure of 
some $24,000,000, would be administered by the ECA during this com- 
ing year. Is that a correct understanding ? 

A Voice. Yes, sir. 

Mr. Gary. Turkey, Greece, and Iran? 

Mr. McGuer. Greece, Turkey, and Iran; yes, sir; would all be ad- 
ministered by ECA at least for the coming year. 

Mr. Gary. And the program in the rest of these countries would be 
administered by the State Department? 

Mr. McGuer. Yes, sir; by Dr. Bennett’s Technical Cooperation 
Administration, which is set up in the Department, which operates in 
harmony with the other bureaus of the Department. 
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EXPLANATION OF PROJECTS 


Mr. Gary. Will you give us a brief explanation of each of the num- 
bered items on page 48 “of the justifications, which we inserted in the 
record just a few moments ago? 

Mr. McGuer. Mr. Chairman, I think that the detailed justification 
of these items would fall more in Dr. Bennett’s sphere. I am just 
wondering whether you wish that done on an area basis or whether you 
would like it done on a country basis. The programs themselves, of 
course, are broken down country-by-country. 

Mr. Gary. What I wanted was just a brief explanation of the item 
itself, 

Mr. McGuer. Yes, sir. 

Mr. Gary. Not what work is being done, but just what is covered 
by the item in a very general sort of way. 

Mr. McGuer. Yes, sir. 

Mr. Gary. We will take up the program on a country basis later. 

Mr. McGuer. Yes, sir. With your permission, sir, may I refer this 
question to Dr. Bennett ? 

Mr. Gary. Yes. 

Mr. McGueer. Since I believe it is more in the nature of the program 
itself, rather than the penn justification. 

Dr. Ben 5 I am not certain I have the exact page, Mr. Chairman. 

Mr. Gary. Page 48, where you show the breakdown. Joint Com- 
mission; Economic surveys; Agriculture ; Forestry ; Fishing; Educa- 
tion. 

Dr. Bennerr. With your permission, I had intended to discuss 
briefly what the type of program is that we conduct under the TCA. 
The joint commissions and economic surveys are carried on, of course. 

First of all, we enter into a general agreement with the country. 
It is a cooperative program, and the jomt agreements are reached 
between the coooperating countries in this list, with us. These are 
bilateral agreements. It is a point 4 contract drawn up between the 
two countries in which they agree to furnish a fair share of the cost 
of the program. 

A joint commission is set up in the country now and then. Some- 
times it is just one person from our country there. 

In Iran we have the joint commission made up of men from the 
Iranian ministries involved—agriculture, education, health, finance, 
and the like—and men from the American Embassy. They sit as a 
joint commission which handles the program. 

In every instance we work through the Embassy and through the 
economic advisers of the Embassy and with the ministers of agri- 
culture, education, and the like in the respective countries. It is a 
cooperative arrangement whereby we agree on the types of programs 
to conduct, to begin with, in the country; and we jointly share the ex- 
pense of the technicians and technical assistance in the various coun- 
tries. 

Agriculture and foresty and fisheries are put high on the priority 
and, in fact, the reason is quite obvious, because food is the great. de- 
ficiency in all the countries in this area. We plan to spend more than 
50 percent of our funds—both those which are granted us by Con- 
gress and likewise by the respective countries—in the development of 
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agriculture, increasing food production, which is mandatory if we 
are to make any impression upon the countries and if we are to help 
the people who are in such dire poverty in these areas. 


AGRICULTURE PROGRAM 


Mr. Gary. What are you doing in agriculture? Are you just send- 
ing technicians over there to teach them how to farm and increase 
their production ¢ 

Dr. Bennerr. We are teaching them how to increase production, 
beginning right where they are. If they have wooden hoes, we are 
giving them a little better hoe. In the main the agriculture is primi- 
tive. It is about like it was 5,000 years ago. 

It applies to all the countries in Africa where we work, and like- 
wise in the Middle East, and that includes Iran as well. The agri- 
culture is primitive beyond belief. It is in the main village-type, and 
yet 80 percent of all the people are engaged in agriculture. We 
think that is where the program should begin. That is where the 
people are. That is where the major problem is. 

We plan to spend about 57 percent of whatever funds are made 
available to us for improving agricultural production. That, to me, 
is primary in all the underdeveloped areas, because food is the great 
searcity. 

We do that first with a little better equipment; not trying to vault 
them from the wooden plow to the tractor at one leap, but rather 
moving up step-by-step with just the slight improvements that can 
be made. : 

Irrigation comes in the same category. This area which we are 
discussing today is a deficient area in rainfall. Water is the great 
scarcity. Yet they have a potential for some of the greatest irriga- 
tion projects on earth. There is the Tigris, the Euphrates, the great 
triangle between them, which have in ages past maintained great pop- 
ulations. Old irrigation projects dating from the Roman Empire have 
fallen into disuse through neglect. 

Take down on the Red Sea in Arabia, down between Yemen and 
Jidda up the coast, there is an area of about 300 miles where a great 
population was maintained under the Roman Empire, and you can 
see where the dams were. They are long neglected. 

We have furnished them an engineer from our own Department of 
Interior, who has been running out these lines of the old Roman dams, 
remnants of which are still to be found there. 

That is true in Libya. In the peak of the power of the Roman Em- 
pire in Libya there were. many irrigation projects. Much surplus 
grain was shipped from Libya to Rome in ancient days. 

That is likewise true in Jordan. You can find the old wells from 
which they irrigated, and the old tanks from which they irrigated. 
We are planning to reopen them. Some of the masonry is still ob- 
vious. You can see it in the abutments in particular. 

Consequently, in irrigation much work is to be done, and with 
proper handling of the waters of Iran it is our belief that at least 1 
million acres or 1% million acres up around the Caspian can be 
pea into cultivation merely by drainage in the area there to the 
north. 
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We believe that the amount of argricultural land in Iraq can be 
more than doubled by a project on the Tigris, which is underway just 
now. 

We believe that in Syria, on the Euphrates, that there is enough 
water to double and practically triple the amount of land in cultiva- 
tion. Much of it was in cultivation 1,500 or 2,000 years ago. Like- 
wise in Saudi Arabia. 

Coming into Egypt, it is the estimate of the best engineers that an 
additional 5 million acres of land can be brought under cultivation 
by one great dam. One of the greatest of our American engineers is 
a consultant on the project just now, Mr. Savage, who designed the 
Grand Coulee and Hoover Dams in our own country. He 1s work- 
ing with the Egyptian engineers just now. If that can be done, a 
supplement to Egyptian agriculture will practically double their food 
supply, and can be brought into being. 

ss than half of the waters of the Nile are being used at the pres- 
ent time. Most of the waters go right on into the Mediterranean 
just now. By holding them back that can be done. 
Mr. Gary. We are acting as advisers or furnishing technical assist- 
ance; and they are to put up the money to build the dam ¢ 

Dr. Bennett. That is right. 

On the Tigris, for example, the World Bank is furnishing the 
money for this great irrigation project there. We furnish the con- 
sultants. 

The same is true on the project in Lebanon. We furnish the en- 
gineering, the preliminary engineering and technical assistance up 
to the point of their application for loan. 

Mr. Covupert. Will you yield for a question ? 

Mr. Gary. Certainly. 

Mr. Covuprrt. Who is the borrower on that loan? 

Dr. Bennett. The country itself. 

Mr. Coupert. The government? 

Dr. Bennett. The Government of Iraq. 

The justification is, in my opinion, well documented, and the bank 
loan there, in my opinion, is one of the best anywhere in the Middle 
East. I think it will bring returns. The country itself is borrowing 
the money. 

Mr. Coupert. Thank you. 

Dr. Bennett. It is our theory that we should give no money wher- 
ever a self-liquidating project can be furnished through either an 
Export-Import Bank loan or a World Bank loan or a private loan of 
any kind which the Government can make. 

Mr. Counerr. I think that is an excellent theory, and I wish it were 
followed more zealously. 

Dr. Bennett. That is our feeling. 

Take in Ethiopia, for example, there on the hook of Africa. That 
is a country which is primitive, and which yet has the potential for 
the greatest surplus production in the area which we are interested 
in today. 

Ethiopia has land. They have water. They have millions of 
cattle. They have not had an outlet to the sea. They have not had 
refrigeration. They have had no knowledge of modern handling 
of packing of meat. Consequently they kill today and eat today. 
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They have only the hides which they can export. That is one of 
their biggest items of export. 

They grow coffee ; I mean native coffee. That is where it originated, 
in Africa. All of our Brazilian coffee and coffee from Central 
America comes from Ethiopia originally. 

Now, the country is not asking us for money. For example, they 
want to build a great school there of agriculture. It is the Emperor’s 
idea. It is the first thing he would hke to have for his people. He 
asked what it would cost. We estimated that it would cost, for the 
kind of teaching, research and extension set-up that he wanted, about 
$5 million Ethiopian, that is $2 million American. He said, “How 
long would it take for the plans to be drawn and the structures to 
be built?” I told him that it seemed to me it would take about 5 years. 
He said, “That is all right; we will put it in the budget.” 

They are asking us for the planning and the guidance. 

They wanted to build a road from the capital, Addis Ababa, down 
to the sea, to Assab, which is in Eritrea, which is being federated 
with them under the tutelage of the United Nations. The road has 
been laid out. It is being built. They borrowed, I believe, about 
$5 to $12 million. It is the only money that they owe the World 
Bank. There is no internal debt. There is no external debt. They 
are building this road. 

They asked for an American engineer to direct the building of the 
road. The Bureau of Public Roads here, under Mr. MacDonald, has 
furnished a man by the name of Humbard, who is building the road 
with Ethiopian labor, with the loan from the Bank, plus $2 from the 
Government of Ethiopia for every $1 which they have borrowed. 
They are paying his salary. They are paying all the expenses. 

In that instance all we did was furnish the man. They have fur- 
nished the total expense of his salary and his transportation and 
living cost while there. 

I think while we are talking about Ethiopia it ought to be pointed 
out that the amount which we are proposing for Ethiopia is quite 
small, only $700,000, yet one of the biggest programs which we will 
have going will be in Ethiopia. However, the Ethiopian Govern- 
ment is desirous of paying practically all the expense. They will 
accept technical aid, but they are putting up the money for the bulk 
of the program itself. 

I think, supplementing what Mr. McGhee so well said this morning, 
that when the Korean incident came and the United Nations let it be 
known that soldiers other than our own could be used the Ethiopian 
Government said, “What is our quota/” When it was given they 
were quickly assembled, armed, and sent at their own expense to the 
Korean front, where they have kept up their quota until now. 

Mr. Couperr. Off the record. 

( Discussion off the record.) 

Mr. Couperr. What is the population of Ethiopia ? 

Dr. Bennerr. There has been no census taken. The estimate is 
from 10 to 15 million people. 

The geographical area is about the size of two of our largest States; 
I should say Texas and any adjacent State, like New Mexico. It is 
a large country and it is a favored country. 
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Frankly, I think you are going to discover as we go along with this 
whole program, where we are giving economic assistance, this is going 
to be a two-way street. Ethiopia, for example, came to America for 
an American banker to set up their banking system ; a Georgia banker, 
a man who worked with General Clay in Germany. He is one of the 
dh chai of the World Bank, and he is a very competent American 

anker. He is in charge of the banking system, which consists of 
the State Bank of Ethiopia and its nine branches in the various centers 
of these separate States. He is calling on us for everything in the 
way of economic counsel. 

Beside that they are teaching English to the children in all the 
schools, beginning with the third grade. They are setting up ele- 
mentary schools all over the country. The Emperor is dedicating 25 
percent of the gross national income for education. 

Frankly, I think some of the best customers we are going to have 
in the years ahead are going to come from this very area, from 
Ethiopia, from the great Middle East, including Egypt. 

While many men in the Egyptian Government look at us askance, 
when you get out with the villagers, with the peasants, they look to 
us with great hope for economic leadership, and with great kindness. 


POPULATION PROBLEMS 


Mr. Covupert. Dr. Bennett, you have indicated that the area of 
which you are speaking is capable of supporting a very much larger 
population. 

Dr. Bennett. That is right. 

Mr. Coupert. Is that area suitable for western Europeans, so that 
it might be available for some of the excess populations? 

Dr. Bennett. That is right. Ethiopia is inviting that. In fact, 

eople from Holland, with their capital investments still intact, 
laaeite, are coming in the country. I met one group who are putting 
in a large sugar mill there. The sugarcane grows up 20 feet high, 
as high as the best cane in Louisiana or in our cane-growing areas. 
They are a Dutch group. The corporation is transferring its know- 
how and its people there. 

There is a little colony of 300 from Sweden in Ethiopia. 

You find many Austrians there. The manager of the hotel is an 
Austrian. 

You find many Europeans. They took a full share of the dispos- 
sessed from the DP camps into Ethiopia. They were invited there. 
In fact, while I was in Ethiopia they brought in about 50 of these DP 
families. I would say the families averaged 5 or 6. They gave them 
land, a gasha to each family. It is 100 acres. That is the homestead 
in Ethiopia. 

Mr. Covupert. How about the Arabian countries? You spoke of 
Traq a few moments ago. Is that territory also suitable for European 
migration on a substantial scale? 

r. Bennett. I am not so sure of that. I would say this: I think 
when the water survey is made of Saudi Arabia they are going to 
discover that there are wide areas where water can be found by the 
drilling of wells. 

When the pipeline was put across—the first one was built toward 
the Mediterranean—a mee of wells were drilled. 
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One of the largest artesian wells I have seen anywhere is up in the 
area there of where the wells show on the map, on the coast of Saudi 
Arabia. Iam notsosure. I donot know whether you went out to see 
that, Mr. McGhee, or not. It is a great artesian well. 

Along that line, they found many wells and little oases have sprung 
up in the area. In my opinion the population of Saudi Arabia can be 
doubled with the foreseeable water supply. All they need is water. 
I think they have much of it underground. 

I know that these rivers, which do not show on the map—they are 
small rivers, and seasonal—flow into the Red Sea, and they have in 
ages past furnished water which has maintained great populations. 
There is practically no population there now. 

Mr. McGuer. I wonder if I might comment on Mr. Coudert’s ques- 
tion. 

Actually, there are 850,000 refugees, plus the landless people in all 
the Arabic states, including about a half million people in Baghdad 
itself, and a great many people in the Nile delta, and there are so many 
that any new land coming into cultivation would probably best be used 
to absorb those people, before you start thinking of the Europeans. 

Mr. Gary. Taking care of.those people is a large part of this ap- 
propriation. 

Mr. Coupert. I know. That is what I am interested in. 

Mr. Gary. If they are absorbed, it will help, without taking addi- 
tional people from Western Europe. 

Mr. Covupert. Off the record. 

(Discussion off the record.) 

Dr. Bennetr. Looking ahead and answering your question specifi- 
cally, Africa is the second largest of the continents. It has more un- 
derdeveloped lands and untouched lands in equatorial Africa in par- 
ticular, just south of the Sahara, than any country in the world ex- 
cept in Latin America. The two areas, equatorial Africa and equa- 
torial Latin America, are largely untouched. 

The main reason for that has been on account of the diseases which 
are common to the Tropics. Malaria is everywhere. There are in- 
testinal parasites. There are the flies which have caused the sleeping 
sickness in animal and man. 

Mr. Couprrtr. Those are obstacles which we have learned to handle. 

Dr. Bennett. Exactly. I think, answering your question specifi- 
cally, that Africa offers the great area where the surplus populations 
can be taken care of from Europe. 

Coming over on the West Coast, you take the areas controlled by 
Portugal, which has one of the finest areas I have ever seen, practically 
unused. It would maintain an enormous population. 

Mr. MoGuee. I would like to point out that there are very grave 
political problems, which must be considered when you go into this 
question of large numbers of Europeans coming into the African terri- 
tory. Ethiopia is one of the few countries where it is possible for the 
people to live happily. They are a proud and old people. They are 
not as self-conscious about the possible extension of European in- 
fluence over them, as, for example, the Arab states, where it would 
be very difficult for Europeans in large numbers to live. In the Arab 


states the Arabs would feel that they would reestablish control over 
them. 
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Mr. Coupert. In short, the Arabs do not want them. 

Mr. McGuer. That is correct. In the African states which Dr. 
Bennett referred to there are very grave political problems when large 
numbers of white people live in predominantly black areas. One has 
the problem in the Union of South Africa, as an example. 

r. Coupert. Is it a problem of a purely local nature, or is it a 
problem of the attitude of the colonial power 

Mr. McGuee. I would say that the attitude of the local Deca ol 
is the preponderant factor. In many of the territories the land is 
communally owned. The people would resist private ownership by 
Europeans. 

Mr. Coupert. But the doctor just said there were very large areas 
unoccupied. 

Dr. Bennett. I was thinking of this large area which Portugal has 
on the West Coast of Africa, Angola. It is one of the great untouched 
areas. We have done very little with it, as I remember, Mr. MeGhee. 

I am not saying that the political difficulties are not there. Con- 
ceding that they are, the possibility of taking care of the population is 
certainly there. 

In Brazil in Latin America they need and welcome European colon- 
ists, and they have right along since the time of the empire, so far as I 
know. I know there are many Europeans there of various European 
countries. 

Mr. Gary. Off the record. 

( Discussion off the record.) 


EDUCATION 


Mr. Gary. We were discussing these items. You have discussed 
agriculture and forestry. What about education ? 

Dr. Bennett. We are in an area where 80 percent of the people are 
illiterate. It is necessary, if progress is to be made, to give some 
thought to rudimentary and elementary education. Consequently we 
are helping in the teacher training centers and trying to furnish tech- 
nicians in that field who can help them set up teacher training institu- 
tions, where they can train their own nationals for teachers. 

Mr. Gary. Do you have any exchange programs under that ? 

Dr. Bennett. Yes, sir. We are bringing students here from all 
over the area. We are bringing them from every country in the area 
to this country on an exchange basis on the one hand, and for training 
on the other. 

Mr. Gary. Is that handled under this program or handled under one 
of the others? 

Dr. Bennett. It is handled in part under this program. We have 

an agreement with the University of Beirut, the American University 
of Beirut, where we are sending students from this area for study 
in the various fields ; education, health, and agriculture, right now. 
_ We have encouraged each of the countries to set up their own train- 
ing school for teachers. It is my personal feeling that this year we 
must begin. The ability to read and to understand is certainly essen- 
tial if they are going to make very great progress. So the encourage- 
ment to education, both elementary, secondary, and technical educa- 
tion in agriculture and technology generally will be a part of the 
program in every country. 
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We are using what they have already and we are working on from 
that. That, in brief, is our program there. The bringing to this 
country of some of the nationals who are more advanced; helping 
them im the establishment of teacher-training centers for education 
for each of the areas; encouraging and stimulating the existing higher 
educational institutions for the training of technicians at all levels. 

Also we are bringing a few of their upper-level people here to 
study. We have three young doctors that we brought in from Iran 
last week. One of them is going to spend a year in Harvard, one in 
Columbia, and one in the University of Minnesota. 

Mr. Gary. I think that is a very important part of the program, 
but we are getting so many different peemenone the ECA has a pro- 

am of that kind. We have the exchange program under the Ful- 

right Act. I do not understand why we cannot get all of these 
programs under one head. 

Mr. McGuer. I would like to point out, if I may, that these pro-. 

ams are coordinated. They do not overlap. As I pointed out, the 
ECA and the TCA do not operate in the same countries. Of course, 
the Fulbright Act has a different objective, different from the objec- 
tives of the TCA program. They use local currencies and they 
finance visits of Americans to those countries. There is a coordinat- 
ing mechanism in the State Department for the exchange of persons 
as this particular field of activity is called. 


INDUSTRY AND LABOR 


Mr. Gary. What about the next item, industry and labor? That is 
your technical Empresas program, to improve industrial produc- 
tion, is that right 

Dr. Bennett. That is nes For instance, the small industries such 


as we were discussing in Ethiopia. What they need is somebody to 
guide them in the setting up of a packing plant, refrigeration. They 
do not want the money, just the guidance. 


MINERAL RESOURCES 


Mr. Gary. The next item is “Mineral resources.” Since we have 
such a scarcity of certain minerals, why is it that you are investing such 
a small percentage of your total funds in the dievelopment of mineral 
resources ? 

Dr. Bennett. The Middle East is not very rich in mineral resources 
except for oil. But in all of the countries we are trying to furnish 
geologists and the mining engineers, to guide them in making a study 
of their own country, with a view to the discovery of useful minerals. 

Take Africa, for example. It has had no geological survey. There 
has been no comprehensive survey in any of the countries, countries 
like Eritrea and Ethiopia, and all of that area. For the first time a 
study is being made of the mineral wealth of the country. 

That does not take very much, just a few men. We are sending them 
largely from the Department of Interior here. We borrow them from 
the Department of the Interior and send them over. Then they come 
back on their old jobs. It does not take much money. 

Mr. McGuer. May I say, Mr. Chairman, that these countries are 
very deficient in mineral resources except for oil. In Liberia there is 
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some very good high-grade iron ore that we import into this country. 
That is the only real prospect, apart from the oil. i 

Dr, Bennerr. That is right. In Ethiopia that is the case; that is, 
they have nothing except gold. 

Mr. Gary. There just are not very many mineral resources to de- 
velop. Most of this money is being spent in surveys; is that right ? 

Dr. Bennett. That is right, and their government in every instance 
is carrying a full share of the cost of these surveys which are being 
made. 

WATER RESOURCES 


Mr. Gary. What about the “Water resources” item ? 

Dr. Bennett. In water we are seeking development. First of all, 
the large projects will be through engineering and they will call for 
loans under the Export-Import Bank or the World Bank. Secondly, 
we are trying through their own facilities to restore the ancient 
irrigation system which I described, along the Red Sea, and likewise 
in the great area of the Euphrates and Tigris. There has been one 
project approved on the Tigris. 

I think Syria has about as fine an opportunity for irrigation as any 
country I have ever seen. 

Then we are trying in the Caspian Sea area, by drainage in that low 
area, which is so infested with malaria just now, to bring into cultiva- 
tion nearly a million acres of very fine and very fertile land. 

In every country, in this whole area, beginning with Libya and 
carrying on through to Yemen, in the extreme southern part of the 
Arabian Peninsula, every country is deficient in water. In fact, it is 
a continuation of the Desert of Sahara. They are just on the edge 
of it. 

Ultimately the scientists think, of course, that they are going to be 
able to get pure water from the waters of the sea. Personally, I think 
that will come before many men in this room pass out of the picture. 
And when that comes, the whole area, beginning with the coast back, 
will have water from the sea, from which the salt has been taken, to 
irrigate their lands; and the whole area will then be able to blossom 
like the rose. 


GOVERNMENT ADMINISTRATION AND SERVICES 


Mr. Gary. Under Government administration and services you 
have the technical advice that you give them for improvement in the 
administration of governmental procedures; is that right? 

Dr. Bennett. Yes; in setting up proper accounting systems and the 
proper handling of finance under fiscal policies that have been estab- 
lished in our own country; and the training of some of their young 
men who come to Washington and study in the departments here and 
then go back to their country to help over there. 


MISCELLANEOUS 
Mr. Gary. What about the “Miscellaneous” item ? 


Dr. Bennett. More highways. For example, in this whole area, 
the highway sytem is very deficient. When you get into Iran or in 
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Ethiopia or Libya, or in any of them, transportation is very deficient. 
Likewise, communication is poor. We have occasional projects there. 
Consumer goods is one of the phases of the entire program. 

Mr. Gary. Will you tell us something about the consumer-goods 
program ¢ 

Dr. Bennert. For example, if you go into Iran and you want to im- 
prove agriculture, the farmer has no money with which he can buy 
plows, and the like. Most of them are in the depths of poverty. If 
you want to improve it, you have to bring in something that will move 
them up a step, a little better stock, a little better plow point, a little 
better hoe, a little better scythe instead of the sickle, to harvest their 
vrains. 

These will come in and will be sold to them on some basis under 
which they can pay, and the Government will give back to the pro- 
gram in the form of counterpart funds which can be used as revolving 
funds to continue and multiply the program. Likewise, better seed, 
of which they are in desperate need. 

Mr. Gary. Do you actually furnish those, or do you send them in 
and they buy them? 

Dr. Bennerr. They buy them; yes, sir. 


Eeyrr 


Mr. Gary. The first country, I believe, is Egypt. 
a general statement on Egypt / 

“Mr. McGuer. Suppose I discuss very briefly the situation in Egypt, 
and then Dr. Bennett can speak to the programm that he is proposing 
there. 

Egypt has a population of some 19,000,000 people. All this popula- 
tion is crowded into the Nile Delta and along the Nile River itself. 
Only 3 percent of the area of Egypt is arable. 

You have there one of the highest population densities in the world. 
They have some 16,000 people per square mile. You have great 
contrasts of extreme poverty: The fellah who has on an average of 
about 1 acre of land to support himself and his family, and who has 
an income on an average of only $80 per year; and then you have great 
wealth in Cairo, on the | part of the landowning families. 

The economy of Egypt is now in relatively good shape on its balance 
of payments, because of the very high price “which it receives in the 
world markets for its long-staple cotton, which is its principal prod- 
use. It also raises rice and other commodities, little of which is 
available for export, but all of its income is derived basically from 
the long-staple cotton. 

The problem in Egypt is not a financial problem. That is why this 
very small program is proposed here for Egypt. Actually the 
amount is only $634,000, so that it is basically a technical-assistance 
program which Dr. Bennett will describe. We would not feel justi- 
fied, in the light of the relatively good financial position of Egypt over- 
all, that they be given any large sums. Nevertheless, we do feel that 
technical assistance partic ularly directed toward bettering the con- 
dition of the fellah at the village level, in the Delta, is well justified. 

If these people are to support a moderate, middle-of-the-road gov- 
ernment, and not be wooed by the Communist left or the Muslim 
Brotherhood, extreme right, then we must give these people hope that 

















Ge PTGS TE BE OS 









ee etn teak Pye chee 









Will you give us 







Sot Gace SF 





ae 








NCS EA das 8 Mbciawittd tae Bie eee 



















496 


the middle-of-the-road government will better their standards of liv- 
ing. 

Mr. Gary. They have no sanitation there at all; do they? 

Mr. McGuer. You are familiar with the fact that they have these 
diseases, as a result of the fact that they use the water in the canals. 
The water they drink they take right out of the canals. I was re- 
cently in the Nile Delta and went out there and saw some of the 
social centers which the government has established in each city. 
There is a pump to provide pure water and a social center where 
there is a small hospital where the women can deliver their chil- 
dren, and where they can get treatment and where there are classes 
in the evening in agriculture, and in teaching the people to become 
literate. And they have to look after their indigent. 

There are 150 of these centers being created already in Egypt. 
Their objective is to have one for every 10,000 of the population. 

As Dr. Bennett will describe, we want to help them with these pro- 
grams which they have under way and provide American technicians 
who can teach them the basic health services and how to train their 
people in vocations and housing, and so forth. 

But the Government of Egypt is at the present time very neutral 
in its attitude, as Mr. Coudert has riiiatal out. We feel that this 
small program will make them much more favorably disposed toward 
us and provide them an incentive for playing a more positive role 
in this east-west struggle. 

Mr. Coupert. Is this program cleared with the Egyptian Govern- 
ment, before it is presented ? 

Mr. McGuer. We already have a program under way under the 
existing point 4 program. 

Mr. Gary. It has been explained that it is not only cleared but 
we have a bilateral contract with each ‘of these countries whereby 
we agree to do certain things and the government of the contracting 
country agrees to do certain things. 

Mr. McGuerr. This program would represent only a modest ex- 
pansion of the existing technical assistance program. We know 
that they would like technicians in the various categories requested. 
There is a great deal that can be done in Egypt. I think you can 
increase the arable land by some 50 percent and we can increase 
productivity by the extension of fertilizer plants, and so forth. 

I believe Dr. Bennett could tell you about the particular programs 
he has in mind to help in that situation. 

Dr. Benner. To answer specifically a question that was asked, I 
would like to stress that this is a cooperative agreement, and each 
project involved represents a request made through the interested 
ministry of the Egyptian Government. Frankly, I have never been 
treated with more kindness anywhere in my life than I have by the 
ministeries in Egypt and by the people themselves. I think that 
if you begin at the bottom, with the people, we can build up great 
friendship and good will in Egypt. 

Their attitude is one of friendship everywhere. from one end of 


the valley to the other. And it is only in the valley that the people 
are able to live. 


Taking up first of all agriculture, the Egyptian experiment stations 
are the best to be found anywhere in the Middle East. They are well 
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staffed by well-trained technicians, Egyptian technicians, educated 
in American and European universities, largely in American uni- 
versities. 

I think the horticultural experiment station at Cairo and the cotton 
station a few miles below Cairo are as good as you will find any- 
where. Their difficulty has been that they have had no way of carry- 
ing the information to the people, to the individual farmers. 

Chaseotuantty they want first of all an expansion of the Extension 
Service so that they can carry their experiments to the people. 

As Mr. McGhee has pointed out, it is my belief and that of many 
of my associates that by going up the Nile, to a natural area where 
a great retaining lake can be formed, an additional 5 million acres 
of land can be brought under cultivation. There is no finer land on 
earth, and due to the temperature, you can have year-round cultiva- 
tion. You can have at least two crops and in most types of crops, 
three crops a year on the same land. So that if you have one acre of 
this very fertile land you really have at least two and maybe three 
in equivalency, because of the year-round cultivation. 

Their agriculture is very primitive and they need everything, it 
seems to me, in the way of modern improvement, but even so they are 
good farmers, hard-working industrious. 

Coming to health, they have malaria. That can be prevented. 
That is one of our projects. 

Trachoma is quite common. Trachoma is the dread disease of the 
whole area, beginning in southern Iran and coming through the 
gaa to Libya. It is the dread disease which can be pre- 
vented. 

In addition to that, the intestinal parasites in Egypt are very com- 
mon and as all of you know, the population has very short life as a 
result of these multiple diseases with which they come in contact. 

The workers in the field all work barefooted and from the waters 
of the irrigation canals they get through their feet a disease which 
attacks the liver. You can tell it by looking at the color of the skin 
and around their eyes when they have been attacked. They look like 
a man with the jaundice. 

The Rockefeller Medical Foundation examined one village and 
found 90 percent incidence of this one disease. So that health is 
certainly one of the programs that must be followed if they are to 
get maximum production, because the rural population, which con- 
stitutes such a large percentage of all of the population of Egypt, is 
a diseased population. 

Likewise, in education, they are illiterate. The schools are just 
beginning. They are building them as a part of the village setup 
under this new program in Egypt, and in that, they want our aid and 
counsel and training, and the like. That, in brief, is our program. 

Agriculture first; increase in production. Small industry. We 
are working with the Minister of Industry through these village pro- 
grams where they are making saleable goods from cotton and from 
the wool clip of their sheep; rugs and the like that can go on the 
market. 

Then we are working with them in the matter of health and in 
cooperation with the World Health Organizations. The whole pro- 
gram is comparable to that in this whole area. 
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Mr. Gary. You are stepping up your program about six times for 
1952 over 1951, from $103,000 to $634,000; is that right ¢ 

‘Dr. Bennerr. Yes, sir. But the program is not re: lly that much 
of a step-up, because we have only been there a relatively short time, 
not the full year. Our program was only authorized by the last Con- 
gress and we are just a year old. We did not get immediately into 
the country so actually what we are doing is about doubling the going 
program now. 

Mr. Gary. In other words, the $108,000 was only for about 6 
months ¢ 

Dr. Bennerr. That is right. 


E-rniopta 


Mr. Gary. The next country is Ethiopia. 

Mr. McGuer. We have covered Ethiopia to a considerable extent 
previously. It has a constitutional monarchy. It is very friendly 
to us and supports strongly the principles of the U. N. It has sent 
troops to Korea. As Dr. Bennett has pointed out, it has great develop- 
mental possibilities. 

There are now some 27,000 square miles of land in cultivation. 
They estimate that there could be 230,000, I have flown over most 
of the country and you can see vast plateau regions which could be 
brought under cultivation or soa for grazing. 

Mr. Gary. What is the population ? 

Mr. McGuer. As Dr. Bennett has pointed out, it is somewhere 
between 10 and 15 million. There is no precise census. 

Dr. Bennert. That is an estimate. There has been no census. 

Mr. McGuer. The government budget is in balance with expendi- 
tures and income of around $25 million. 

Ethiopia is a typical case of underdevelopment. It has a very low 
level of economic activity. What it is hoped to do is to provide 
merely technical assistance which will permit them to make use of the 
borrowing capacity of their natural resources in developing their 
country. 

Ethiopia is a very forward-looking country. The Emperor is very 
wise in S viae brought in administrators of all nationalities. He is 
very confident and so proud because of their 1,000 years of independ- 
ence, apart from a brief incursion by the Italians. They have no fear 
of these foreigners. 

The head of the bank is an American. There is a Dutchman who 
is the head comptroller general. They have a Swede who is the head of 
their air force. So the Emperor takes the advice of these people and 
is able to make a great deal more progress because he has the latest 
advice. 

We feel very confident in the future of this country. We feel that 
its position, if you will notice it in that very strategic area, in the 
northeast corner of Africa, would be particularly valuable in the 
event that a portion of the Middle East were lost, so that it would be 
very vital that this be a friendly country and that they be able to 
keep internal order, as the Emperor is now able to do. 

They have just negotiated some loans with the International Bank 
to develop their international airline, and in the matter of transport, 
are building a road. 
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Mr. Gary. What is the standard of living? 
Mr. McGuer. The standard of living is very low, probably lower 
than in any of these countries we have had under discussion. That 
is basically because the people live back in the country. They live on 
the product of their own land. They consume almost nothing that 
has to be bought. There is a considerable amount of cheap ‘goods 
that is brought into Ethiopia, a lot of it from India. But the con- 
sumption there is very small on the part of these tribesmen who live 
in relatively primitive conditions, 

Their average income I would say is probably $40 or $50 per year 
per person. 

Mr. Gary. Doctor, will you tell us something about the program 
there ? 

Dr. Bennerr. I will begin with agriculture. In Ethiopia the pos- 
sibilities are the greatest that I have ever seen undev eloped. You can 
grow anything you plant. 

It is a ple: sant country. Eighty percent of the country is above 
6,000 feet in altitude. Every night is cool and pleasant. You have a 
fire in an open fireplace. You sleep under blankets. The effect on 
the population is that they are light-stepping and a vigorous people, 
unless they have disease. 

In the building of this highway, they are using all Ethiopian food. 
Mr. Humbard has set up kitchens in the camps along the route, and 
they are being fed all Ethiopian food. You can have any kind of meat 
in Ethiopia except pork. They do not eat it. They have beef, lamb, 
goat meat, and millions of chickens. I have never seen so many 
chickens in my life. The least little house has a dozen or two chickens 
about the place. There are chickens everywhere. There are straw- 
berries the year round. 

Fruit that will grow anywhere will grow in Ethiopia. You can 
have bananas, oranges, grapefruit, apples, peaches, plums, raspberries, 
of the finest quality. So, in these food kitchens, they are turning out 
all Ethiopian food and the laborers are being paid so much a day plus 
three meals. And you will not find better ‘Meals anywhere than are 
being served at these camps just now. 

The result is that they are getting prodigious amounts of work out 
of the people and, as Secretary McGhee has poirited out, the level of 
living is low, but it is unnecessary. They can grow anything. 

Methods of conserving food just do not exist. When they harvest 
a crop, they have all they want, but there is no way to conserve it. The 
result is that what they need is guidance as to the best methods of 
production; exchanging a wooden hoe for a better one; the most 
primitive plow for a better one; a better handling of their livestock. 
They are the type of cattle from which we have bred up by crossing 
with the shorthorn Santa Gertrudis cattle of the King ranch of Texas. 
They can grow them just in a few generations by proper crossing. 
The demonstrations are already there. 

Mr. Covuperr. I take it the country has a largely rural population ? 

Dr. Bennerr. Ninety percent or more. 

Mr. Couprerr. Under present conditions can the average industrious 
farmer feed himself pretty satisfactorily / 

Dr. Bennerr. Every man who wants it has a gasha of land. That 
is a homestead of 100 acres. 
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Mr. Coupert. wan he feed himself as comfortably and as well as 
you suggest, with all sorts of meat and crops? 

Dr. Bennett. Yes, sit; if we can have somebody to teach them—— 

Mr. Covpert. No, no; I mean, as things are today, can that farmer, 
if he is reasonably industrious, and with existing methods, feed him- 
self and take care of himself pretty well? 

Dr. Bennett. I think Secretary McGhee would agree with me that 
you see people there perhaps who have not had the proper diet, but you 
do not see hungry people in Ethiopia. 

Mr. Covuperr. In other words, there is ample food being raised 
presently ? 

Dr. Bennett. That is right. 

Mr. Couprert. Under present methods, by the population ? 

Dr. Bennett. That is right. 

Mr. Gary. How do they overcome their lack of refrigeration, with 
respect to the preservation of foods? 

Dr. Bennetr. They have so many cattle they can kill. They live 
in their own villages, just a group of these little primitive houses in 
acircle. They kill today and eat today. 

You know refrigeration is new. It is new inthis country. Refrig- 
eration is something we have had in this country only since the turn 
of the century really. We had people cut their ice in the areas where 
they could, and put the ice in ice houses. They would put the butter 
down in the well, keep their milk and their butter cold in that way. 
So refrigeration is cially new. Sothat we ought not to feel that these 
people do not have what we had 50 years ago. 

Mr. Couperrt. I confess that the doctor’s description of life in Ethi- 


opia does not suggest to me such a painfully low standard of living for 
the average industrious farmer in Ethiopia. 

Mr. McGuer. In terms of the value of animals which they own it 
compares quite favorably with our own. 

Mr. Coupert. I mean in terms of the essentials of life. 

Mr. McGueer. That is right. 

Mr. Couper. gs he is getting adequate nourishment and 


presumably has sufficient refuge from the elements. 

Dr. Bennerr. But they can become a great surplus-producing food 
area; grain, meat, sugar, edible fats. They can grow soybeans, peanuts. 
They can grow any of these plants that we grow. 

Mr. Covupert. Then what is the real justification for spending money 
in Ethiopia, if it is a community where the population can sustain 
itself today comportable and provide itself with an adequate diet from 
its own productive labor and under its own present method of labor ? 
What is the justification of spending any funds in that area when in 
truth and in fact there are areas all over the world where the popula- 
tion is pressing very much more heavily upon the available means of 
production. 

Dr. Bennetr. My reason would simply be this: That here you 
have an undeveloped area which has called on us for help. They are 
our friends. They are our customers. They ship us their coffee. They 
ship their hides. They ship their skins to us. They ship their surplus 
gold tous. They produce $5 to $10 million worth of gold a year. 

Mr. Covupert. How much are you allocating here? 

Dr. Bennerr. $700,000. 
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Mr. Couprrt. That is even more than you are allocating to Egypt, 
is it not? 

Dr. Bennett. But they are potentially so great. They are so 
primitive now. And the need for meat, for protein food is so great in 
the Middle East and in Europe—the average man in Iran, the average 
man in all of the Arab States has a very deficient diet. It is defi- 
cient in proteins. It is made up largely of bread. 

Mr. Coupertr. You mean, in fact, that the justification is that you 
intend to develop the export possibilities of food and agricultural 
products from this area of Ethiopia ? 

Dr. Bennetr. That is right. 

Mr. Couprert. Have you any assurance that that export will go in 
the directions that you want it to go, such as the Arab countries to 
which you have just referred ? 

Dr. Bennerr. They are begging for it. While I was there 

Mr. Couperr. Are you sure that they have the basis of trade? How 
do you know that the excess meat that is needed there will not go 
elsewhere ? 

Dr. Bennett. I will give you an example. There were a group of 
representatives from Israel there, when I was at the capital last, 
which was about 2 months ago. They wanted to enter into trade 
agreements, whereby they could buy meat. They wanted to buy the 
cattle now on the hoof, because that is the only way they could take 
them out. But they wanted to come and set up a plan for the killing 
and canning of poultry products. They wanted to enter into a gen- 
eral trade agreement. And while I was there, they entered into a 
contract to buy $250,000 worth of products from Ethiopia as a begin- 
ning of a trade agreement between these two countries, one from the 
Middle East, and Ethiopia. I had that first-hand experience. Now, 
to answer your other question—— 

Mr. Couprerr. The carrying out of that trade agreement is not 
dependent upon any of these programs that you are talking about, 
is it? 

Mr. Bennett. No, except this; that the shipping of the cattle down 
to the coast and by boat through the Red Sea and through the Suez 
Canal and around to the Mediterranean and to the port in Israel is 
a far more hazardous thing than the shipping of meat in the modern 
method of killing and chilling and shipping under modern refrigera- 
tion methods which are available. You have a greater loss the first 
way. 

Mr. Couperr. Are you going to furnish the modern refrigeration 
equipment ? 

Dr. Bennett. Oh, no, sir. We just show them how. Ours is a 
program of helping people to help themselves. We do not want to 
give them anything except to share with them. 

We have all borrowed. It is a borrowing proposition all along. 
Take our own development in America. Down in Virginia a man 
on his farm figured out a new way to harvest grain, a man named 
McCormick. He found that with a horse-drawn vehicle which he 
had set up, and an ingenious device he had figured out, 1 man could 
do 20, 50, 100 men’s work. Well, how long was it before that was 
borrowed by all the wheat-growing areas of the United States? It 
was the idea that was passed out. 
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We have all borrowed. And in all our labors and in our whole 
program, it is one of teaching. 

Mr. Gary. Virginia has been doing that for generations. 

Dr. Bennetr. Yes; helping their neighbor. 

Mr. Gary. That is right. 

Dr. Bennert. I know that you will not think that I am being face- 
tious, because I never was more serious. The whole theory back of 
this program, which I am honored to be privileged to direct, is one of 
sharing the marvelous scientific advancements and the marvelous 
technological advancements of the last 50 years with our friends and 
neighbors in the free world. That is the whole idea. — It is not giving 
them anything except technical knowledge and know-how. If we 
know how to preserve meat, then we teach them. They are our 
customers and our friends. 

Mr. McGhee pointed out to you that the average income probably 
is not more than $40 or $50 a year. I suppose we could bring that up 
to $300 or $500 a year and then they would produce more coffee and 
they would produce more and better hides, and they would produce 
more and better of everything that they have. We are their privileged 
customer. It is to us that they look. 

I am talking now from the practical end of it. They are our 
friends and our neighbors and the stronger they become, the more 
productive they become, the better neighbors they are. That is the 
way we have developed in America, just sharing with one another. 

Mr. Gary. Doctor, I assure you that I was not speaking facetiously ; 
I was just stating a fact concerning the Old Dominion. 

Dr. Bennerr. What I meant was that I did not want anyone to 
think that I did not appreciate the practical end of it. 

Mr. McGuer. May I just add a word, Mr. Chairman? Looking at 
it from the political standpoint, you do gain a great deal of good will 
of a country for a relatively small expenditure. We have tradition- 
ally, I believe, furnished technicians, people to go abroad and help 
countries for purely political reasons as one motivation, in order to 
make them feel that we are their friends and that we are doing some- 
thing to help them. 

It is in our interest that Ethiopia develop, for the reasons that Dr. 
Bennett has stated. And if we do not take this move they them- 
selves will not gain access to this technology. You see, they could 
not go out and hire these people, because they could not find them. 
They would not know how to do it. They could not pay them the 
salaries, because a comparison with their own officials’ would be diffi- 
cult. 

In any event an expenditure of $700,000 is a relatively small price 
to help this important country develop itself. We want to develop 
its orientation toward us and to what we have. 

Mr. Covuprert. Does Ethiopia grow any cotton ? 

Dr. Bennerr. Cotton is native there. You find it growing out in 
the open. I have seed which I gathered from cotton that was grow- 
ing right out in the jungle. It is native there as coffee is native 
there. That is where all of our coffee came from. But they have 
never grown cotton commercially. And that is another thing that 
they are asking us to do, to send us a man to teach them how to grow 
cotton. They will pay for him. They want us to recruit him and get 
him there to counsel them in the growing of cotton. 
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Mr. Couper. I am not sure that a very large cotton program in 
Ethiopia and elsewhere would be very popular in the Southern Amer- 
ican States, 

May I ask one other questién? In considering the fields to ba de- 
veloped under this point 4 program, do you take into consideration 
agricultural and industrial production in the United States, with a 
view to the consequences of future competition ¢ 

Dr. Bennerr. May I answer that by saying that every major farm 
organization in the United States has wholeheartedly endorsed and 
supports the point 4 program and all the major labor organizations 
have endorsed it and are wholeheartedly backing it. I think we have 
had no better counsel from any group than from these two groups in 
the setting up of our program and in carrying it out. 

Mr. Covpertr. I think that is very interesting and I am very glad to 
hear it. I hope that they are as farsighted as they ought to be. 

Dr. Bennett. I believe that they are, because they feel that as our 
neighbors become stronger and more productive, it is going to help 
everybody. 

Mr. Covuprrr. I suppose that the cheese producers of Denmark 
thought that when the American market was cut off by act of Congress, 
as was done a few days ago. 

Mr. McGuer. I think, looking at it broadly, there are no real crops 
here except Egyptian cotton, and there has been set up a mechanism 
in this country, rightly or wrongly, for protecting cotton here against 
the importation of Egyptian cotton. QOijl, of course, was at one time 
considered competitive by domestic producers, but I do not believe 
that the small quantities coming in from the east are considered com- 
petitive now. In any event, this program does not have an impact on 
this situation. 

Tran 


Mr. Gary. The next country is Iran. 

Mr. McGuer. We have discussed Iran considerably already. I 
might say that Ivan is the size of America east of the Mississippi. It 
has 17 million population. It is a constitutional monarchy. It has 
a Senate and a Majlis, the Majlis being elected. 

The Iranians, normally, say in 1951, were running a budgetary 
deficit despite their oil income. They had at that time an oil income 
from the Anglo-Iranian Co. royalties of about $40 million. They 
could have had a greater income had they elected to agree to the sup- 
plemental agreement which had been geotiated with the British. 

The Iranians, nevertheless, operate on a very low level of economic 
activity generally in the country and the average standard of living, 
as indicated by the average income, was very low, the average income 
being approximately $80 per year per person. 

Iran really produces nothing for export of any consequence apart 
from this oil, and this income which I have mentioned is the Iranian 
share of that oil production, the remaining going to the British in- 
terests involved. 

The Iranians had undertaken a very ambitious development pro- 
gram utilizing the oil income, but for reasons that I have stated earlier, 
the fact that they could never reach an agreement with the British 
and the fact that they had a diversion of their oil income to maintain 
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certain rather inefficient industries which the Government owned, 
meant that they made no really effective progress. 

Now, we feel that it is very much in our interest that a start be made 
on the development of the standard of living of the Iranian people. 
One of the great causes for the present situation in Iran is the feeling 
on the part of the people that their Government has not given them 
the opportunity to better their way of life, and the Shah, who is the 
focus of the moderate elements in Iran and on whose cooperation we 
count greatly, can be strengthened if he can give the people some hope 
for the future. He himself is very forward-looking. He has distrib- 
uted his own lands and he is advocating to the landowners distribu- 
tion of their lands. He has backed this 7-year development program 
but, unfortunately, it just has not been able to get under way. 

You might ask, Why is it that we gave them any funds if they have 
this large oil income? It is true that if they would accept the offer 
now made by the Anglo-Iranian Oil Co. and the British Government, 
they would need very little outside economic assistance. It is a plain 
fact, however, that they have not been able to negotiate an agree- 
ment and are not getting the income. 

_ We cannot see Iran fall even though it were a result of their own 
inability to reach an agreement over their own oil production. 

The program we propose, which is a modest one in comparison with 
the development of Iran’s aspirations, is some $24,000,000 for the first 
year and is directed very much like the other programs that we have 
discussed—to bringing new land into cultivation. It is estimated that 
in Iran you can multiply by 10 the amount of land that can be culti- 
vated by digging water wells so that the people can have fresh water 
for the first time and give credit to their Government and us indirectly 
for having gotten it for them. 

Even if the oil production were resumed, and even if an agreement 
is reached tomorrow between the British and the Iranians, there 
would be such a gap in the income they would receive this fiscal year 
that they would need this program in order to help them with their 
development. It is unlikely they would have development funds 
to do their program during this fiscal year. And if in later years, 
or even in this year, the income came in sufficiently to permit them 
to carry on this program, then of course the money would be withheld. 

At the moment their deficit, which I said was normally about $40 
million a year, is running at about $150 million a year. Their for- 
eign exchange deficit, which was almost in balance in the year 1950, 
is now running at the rate of $100 million a year. You have a very 
unstable situation there. Something must happen within a matter 
of months. In the meantime, we feel that we should go on with this 
long-range program which was devised last year before the oil crisis 
and is not related to the oil crisis. It lays a long-range foundation 
for the betterment of the Iranian economy. 

One of the principal things we can offer is the furnishing of tech- 
nicians which the Iranians, as I described for Ethiopia, would not 
have access to and would not be able to hire and put in employment 
in an effective way, plus the over-all administration of the program 
which would give impetus to development in Iran. 

The Iranians have been deficient in administration. They just do 
not have the type of governmental organization which permits them 
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to carry out a program, even if they desired to. They have had good 
plans, big plans, but their ability to carry them out is limited. 

If you have an effective administrator of the program, who we 
assume would be an ECA administrator during the next year, he 
would, through his own administrative ability and through that of 
his subordinates and technicians, be able to provide the initiative 
which the Iranians have lacked. 

If a start can be made so the people of Iran feel they have an incen- 
tive to cooperate with the west and support their Shah, I will not be 
pessimistic about their future. This will not solve the oil problem, 
but if you do solve the oil problem, you need this if Iran is to be a firm, 
cooperative member of the group of free nations of the world. 

Mr. Gary. Will you tell us about your program in Iran, Dr. 
Bennett / 

Dr. Bennett. The program in Iran which we started during the 
year is well under way. 

Mr. Gary. When did you get it started? 

Dr. Bennerr. The Iranian contract with the point 4 was signed 
last October 19. 

Mr. Gary. You have had about a 7-month program. 

Dr. Bennett. Just about, in the clear. 

Mr. Gary. You have spent $1,524,000? 

Dr. Bennerr. That is right. 

Mr. Gary. Now you are asking for $23,450,000 this time? 

Dr. Bennerr. The program as set up contemplates the develop- 
ment of the village. These people live in villages. There are thou- 
sands of them. It seems to me there are 43,000 or 44,000 villages, 
farm villages, where the farmers work. Over 80 percent of the peo- 
ple are on farms and it was in Iran last year that we had the locust 
infestation, the worst pest they have had in 80 years. We helped 
them in the control of the locusts by spraying insecticide from small 
airplanes. 

It is one of the great difficulties of that area. Pakistan, India, and 
Tran and Afghanistan, the whole area, has had this locust difficulty 
for generations, and this year it would have been very destructive to 
the Ogee of their grain crop had it not been brought under 
control. . 

So we helped in that, and we are set up where we can continue help- 
ing, or po i them in the program by the use of this powerful in- 
secticide, which has been developed in Colorado in this country. 

The village improvement program is a down-to-the-earth program 
of better seed, better implements to use, a little better use of the 
water, a little better use of fertilization, and by means of that it is 
our opinion that agriculture in Iran can become more and more pro- 
ductive. 

Frankly, with 80 percent of the people on the land, and dependent 
upon it for their living, I think that agriculture must continue to 
be the backbone of their economy. Consequently we have made an 
agreement with technicians from the University of Utah, from the 
State College of Agriculture of Utah, and Brigham Young University 
of Utah, to work in this area. We have a number there at the present 
time, and he program itself is well under way, built around the vil- 
lage, because that is where the people live, the rural village with the 
mud wall for mutual protection and interdefense. 
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Their standard of living is very low. Their diet is made up of a 
very little bit of cheese, a little bread, yogurt, and not too much of 
any of the three. It is a crude, simple diet. The people live in mud 
huts with earthen floors and practically no furniture and just what 
clothing they have on their backs. 

I think that Mr. McGhee has wisely said that if we are to depend 
on this group of people who have a border of 1,200 miles against the 
Soviet Union, we must give them a certain amount of economic assist- 
ance, 

Our program begins with agriculture. 

A far more difficult health program is encountered than in most of 
the other countries. All of northern Iran borders on the Caspian Sea. 
There are marshes all about. Malaria is as bad there as any place 
in the world that I know of, and thousands of people who live in the 
area are in frightful condition physically. The northern area has 
widespread malaria. We plan to help wipe out that as nearly as we 
can and bring it under control by the use of modern methods by spray- 
ing, drainage, and the like. 

Southern Iran has the highest incidence of trachoma of any part 
of the area. It runs as high in some villages as 80 percent, and, again, 
that can and should be brought under control if we are to have strong 
neighbors in that direction. 

(Discussion off the record.) 

Trachoma can be brought under control. I think one of the great- 
est boons that could come to Iran would be to aid in the eradication 
of this serious eye disease which is more widespread in Iran than in 
any of the other Arab countries, and in all these countries it is wide- 
spread, beginning with Liberia and coming on through Egypt, where 
the glare from the sun accents it after it once affects the patient. 

Now, communication and transportation. You can see from the 
testimony this morning that with that 1,200-mile border between Iran 
and the Soviet Union there must be highways to be used, and they 
should be developed to a far greater degree than even contemplated 
here. This is just a beginning, in my judgment, of the transportation 
system that Iran must have. It is as much military as it is economic. 

Mr. Gary. Your Iran program is not purely a technical program, 
is it? : 

Dr. Bennett. A technical program, and we have a material pro- 
gram which follows. 

MATERIAL PROGRAM 


Mr. Gary. This $23,000,000 includes certain material help? 

Mr. McGuer. That is correct. We must go beyond the pure tech- 
nical program if this program is to be effective. 

Mr. Gary. Do you have an outline of the material program ? 

Mr. McGuer. Yes. j 

Dr. Bennett. [| think that all of us understand that were it not for 
the emergency in which we find ourselves many of these programs 
would be far simpler than they are just now. I mean by that that the 
whole concept of the technical cooperation is a simple down-to-earth, 
shirt-sleeves program, but by reason of the emergency in which we 
find ourselves in certain areas of the world, it has appeared to those 
who have thought the program through that it ought to be stepped 
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up materially if we are to intelligently meet the situation that con- 
fronts us. 

Mr. Couperr. May I just make a point?) You provide some $600,- 
000 for economic betterment to Egypt with its 20,000,000 population. 
You provide some $700,000 for Ethiopia with a population of 10,- 
000,000 to 15,000,000. You state that the Ethiopian area particularly 
is susceptible to long-range improvement in productivity to the end 
that in a very short period there may be exports to the areas such as 
Iran where they are greatly needed, but when we come to Iran you 
state you propose a much larger program up to the figure of $23,000,- 
000. That is the point that the chairman makes. 

Mr. Gary. They have material assistance in this program that we 
do not have in the other programs. 

Mr. Couperrt. It is not then technically a point 4 program ? 

Mr. Gary. That is right. 

Mr. Coupert. That is what I am trying to get clear. 

Mr. Gary. I have asked for an outline of the material program to 
see what that is, and as I understand it, the probabilities are that the 

rogram in Iran will be administered by the ECA rather than by the 
State Department as a part of the technical program; is that correct ? 

Mr. McGuer. That is correct. The program in Iran would corre- 
spond more to the program in Turkey. You have an economic develop- 
ment program there. 

Dr. Bennett. I think to make the position clear the point 4 pro- 
gram was initiated as a TCA program last October, and this probably 
should be off the record. 

(Discussion off the record.) 

(The following was submitted later :) 

Overriding justification for a program of assistance to Iran of the magnitude 
indicated by the illustrative figures arises from the present political crisis, making 
it necessary to arrest conditions of political and economic deterioration as soon 
as we possibly can do so. The program would in the opinion of the Department 
have been justified had the oil crisis not reached its present state with resultant 
disastrous effects on the revenues of the Iranian Government. The fact is that 
oil has ceased to flow from Tran, and that even if arrangements are made which 
would permit the renewed flow of oil in the near future, revenues of the Iranian 
Government will be gravely reduced in fiscal 1952. This will threaten the political 
stability of the country and will obviously strike at the foundation of the program 
of military assistance, which requires substantial support from the Iranian 
budget. Iran in many. ways is the most exposed and yulnerable of all the states 
on the border of Soviet Russia. The American public would have a good reason to 
criticize its Government if by a policy of inaction it took no steps at this juncture 
to strengthen the basic economy of Iran and to give to its people and its leaders 
hope for the future through a tangible demonstration of the feeling that Iran 
belongs to the free world and that her strong friends abroad will not desert her. 
We have made too great an investment in our policy of containment, in Europe 
and in Greece and Turkey, and in thousands of American lives in Korea, to 
sit idly by while Iran is threatened. 

Dr. Bennett. I think in all honesty that I should say to the commit- 
tee the program we have under way 1s, in my opinion, a program that 
will in the long run better the condition of the 80 percent of the popula- 
tion who are now, and will continue to be for this generation, tillers of 
the soil and dependent upon its production for a livelihood and for 
their betterment. 

Mr. Coupert. Is that village program apart from the material pro- 
gram that the chairman just asked you about ? 
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Mr. Gary. Yes. 

Mr. McGuer. The village program includes part of the material 
components. 

Dr. Bennett. There are some supplies in the village program. 

Mr. Couperr. What part of the $23,000,000 would you ascribe to 
the village program of long-range agricultural improvement? 

Dr. Bennett. I would say about $14,000,000, and that includes the 
health, and if their health is not taken care of they can make no prog- 
ress. It does include the agricultural program straight through. 

With regard to the goods you asked about a few moments ago, it 
includes providing dollar credit to local governments which it can sell 
to importers for funds, local currency, for contribution to the! tech-. 
nical-cooperation program. Imported goods would be limited by 
agreement to imports essentially needed by Iran. The supply pro- 
gram is needed to supply local currency because of the oil situation, 
and stoppage of oil royalties which have been used for contribution to 
the current rural improvement program and economic development 
of the country. The estimated duration of this phase of the program 
would be for only 1 year, and that would involve $5,376,000 in con- 
sumer goods. 


USE OF COUNTERPART FUNDS 


Mr. Gary. You are going to get counterpart funds for those, and 
the counterpart funds will be used for the development of the tech- 
nical program ? 

Dr. Bennett. That is right. 

Mr. Gary. What are you going to send over to them? 

Dr. Bennett. Things they are deficient in primarily. You have in 


the capital one of the greatest bazaars in the world, but there are cer- 
tain things they have to import that they do not have. Sugar, for 
example. 

Mr. Gary. You do not have a list of them? 

Dr. Bennett. No, sir; but it would be by agreement with the Gov- 
ernment. It would mean that they would have to import anyway 
consumable goods, and sugar is one of their big items of import. It 
would be things of that kind, consumable goods, plus farm tools of the 
simpler types that they would use in their farm-improvement 
program. 

Mr. Gary. We will recess until tomorrow morning at 10 o’clock. 


WepnEspDAyY, Ocroser 3, 1951. 


TraQ 


Mr. Gary. The committee will come to order. 

We will consider this morning the request for economic assistance 
for Iraq. Mr. Gardiner, I believe you are going to give us a brief 
statement on Iraq. 

Mr. Garpvtner. Thank you, Mr. Chairman. 

Iraq, sir, is one of the most important of the Northern Arab States. 
Its area is about twice that of Kansas; 168,000 square miles. 

Mr. Gary. What is its population ? 
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Mr. Garprner. Its population is about 5 million. 
It is an important and growing source of petroleum. The conces- 
sions are presently in the hands of the Iraq Petroleum Co., which is a 
combination of American and foreign interests. 

Iraq is distant only 170 miles from the border of Soviet Russia. 

The Government, which was established following the liberation 
of the Arab area following the first war, is a constitutional monarchy. 
It has been supported va assisted in very large measure by the Brit- 
ish for the last 35 years. 

Its budget shows expenditures of about $95 million per annum and 
receipts of about the same volume. There is little or no deficit. It 
spends 28 percent of its governmental revenues for military pur- 
poses. We estimate that approximately 49 percent is spent for eco- 
nomic development. Its internal debt is about $31 million. 

Aside from oil, it has other export crops, notably barley and wool. 

Mr. Gary. How does its oil output compare with [ran / 

Mr. Garprner. At the moment it is very considerably smaller than 
the output of Iran. Could we have a figure there ? 

Mr. Lorrus. It is approximately 150,000 barrels a day, as against 
700,000 in Iran, before operations ceased. The output from Iraq is 
limited by pipeline capacity, sir. You cannot produce more than 
you can ship out. 

Mr. Garptner. However, there is a 30-inch pipeline under con- 
struction which will very materially increase the output of Iraq 
oil within 2 or 3 years. 

It is significant that the Iraqis might have enjoyed a larger oil 
business and larger oil revenues had they not declined to permit their 
oil to be shipped through the pipeline that has its exit on the Medi- 
terranean Sea at Haifa, the Israeli port of Haifa. They have block- 
aded shipments of oil from that pipeline as an aftermath of the Pal- 
estine conflict. 

Mr. Gary. How does the output compare with that of Saudi 
Arabia ? 

Mr. Garprner. At the moment, Saudi Arabia output is on the or- 
der of 600,000 or 700,000 barrels a day. Iraqi output is only 150,000. 
Mr. Lorrvs. It is close to 850,000 as a result of the Iranian shut- 

own. 

Mr. Wiceieswortu. It exceeds Iran, even when Iran is function- 


ing ¢ 

Mr. Lorrvus. It was only doing 600,000 when Iran was functioning, 
but to make up the shortage because of the shut-down Saudi Arabia 
has been stepped ap 

Mr. Garptner. The Iraqi figure is one-fifth or one-sixth of the 
Saudi Arabian output. 

The area under cultivation in Iraq is estimated to be approximately 
11 million acres. Under their system about half this land lies fallow 
each year. 

As Dr. Bennett indicated yesterday, there are vast potentialities 
to increase the acreage under cultivation. It is estimated that an 
area totaling 30 million acres in that country might be found suit- 
able for cultivation provided steps are taken to make water available. 

Mr. Wiccteswortu. Off the record. 

(Discussion off the record.) 
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Mr. Garprner. The per capita income of Iraq is estimated at $50 
per person. If that is extrapolated, with a population of about 5 
million, the national income would be indicated to be of the order of 
$250 million. 

Iraq exports little directly to the United States. Most of her ex- 
ports find their way to Europe. Total exports to the United States 
are estimated to be $4 million last year. 

On the other hand, imports from the United States have amounted 
to about $14 million. 

Iraq has a small foreign debt, amounting to about $8.4 million. 
Iraq has been able to negotiate a loan from the International Bank 
for Reconstruction and Development totaling $12.8 million, the pro- 
ceeds of which are expected to be devoted to the construction work on 
the Wadi Tharthar which will prevent floods on the Tigris River. 

The general standard of living in Iraq is similar to that of other 
Arab states, which Mr. McGhee described yesterday. 

There are living in the city of Baghdad under very distressing con- 
ditions as many as 200,000 flood refugees, people who have had to 
leave their farms on the Tigris and Euphrates and take refuge in the 
city: Iraq hasa record which the other Arab states have not matched 
of taking care of a small but important segment of the Arab refugee 
population from Palestine. About 4,500 refugees went to Iraq with 
the Iraq Army on its withdrawal from Palestine and the Govern- 
ment of Iraq has made its own provision for those people. 

The reports we have from our people in- Iraq indicate that while 
these Palestinian Arabs find it difficult to become used to the Iraq 
climate and Iraq customs that the process of integration and assimila- 
tion of these people into the economy of the city of Baghdad is 
gradually taking place. 

We think that Iraq has great potentialities along the lines of agri- 
cultural development; that Iraq is hopefully a country which could 
give permanent shelter to still larger numbers of the Arab refugees 
from Palestine; and that a program of modest but accelerated tech- 
nical assistance and demonstration equipment for the Iraqi is fully 
justified. 

If I may, sir, I would like now to ask Dr. Bennett to discuss the 
Iraqi program. 

Dr. Bennerr. Mr. Chairman, the program in Iraq is quite similar 
to that in the other Arab states. Inasmuch as more than 80 percent 
of the people are on the farms and in farm villages and are dependent 
on agriculture, more than 50 percent of the programs which we are 
setting up and continuing in agriculture. 

Likewise, as has been pointed out, the Tigris and Euphrates Valley 
offers a great potential of land which can be put under cultivation. 
It was under cultivation 1,500 years ago and it is the old land of 
Mesopotamia, which is one of the ancient fertile lands which can be 
brought back again. 

The World Bank has made a loan of $12.8 million for development 
on the Tigris for flood control and irrigation. It is under way now. 

A development board has been set up, which legally provides for an 
American to be a member and to participate, and pilot projects 
are being developed. It offers great potential for increased agricul- 
tural production which, if properly handled, will offer new lands 
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which can be used by the refugees, if the proper governmental ar 
rangements can be made between Iraq and its neighbors. , 

That is the largest part of the program. In fact, the whole amount is 
for the Arab states, the Arab League, is $14,950,000. The share of it ee 
which will go to Iraq is $1,762,000. 3 

The other projects in the area are in education, health, industry, 
and labor, and a small amount for transportation and communication. 

The sum is $1,762,000, as contrasted with the original figure, which 
was reduced by the joint conference to a total for the area—that is, 
all the Arab states including Egypt, Iraq, Jordan, Lebanon, Saudi 
Arabia, Syria, and Yemen—of $14,956,000. Of that amount the 
amount allocated to Iraq is $1,762,000, divided up on the basis of a 
little more than half for agriculture. In fact, $857,000 is the first 
figure, which will be augumented somewhat by reason of the fact that 
the economic survey is largely one for agriculture and agricultural : 
development. a 

Mr. Garptner. Mr. Chairman, if I may, I would like to point out { 
that Iraq is a country which has already cooperated with the tech- 
nical assistance program and has expressed an interest in further co- 
operation under the Mutual Security Program, though we have not, 
of course, been able to come to grips with the details of the new 
year’s program until we know the final action of the Congress with 
respect to this legislation. 

Dr. Bennerr. We have had this point 4 program in operation since 
the 10th of April of this year. It is very satisfactory and very co- 
operative. 

Mr. Gary. In Traq? 

Dr. Bennerr. In Iraq. 

Mr. Gary. In other words, you only had it in operation 3 months 
of the last fiscal year? a 
Dr. Bennett. That is right. 

Mr. Gary. Do you have any questions, Mr. Wigglesworth ? 



































ECONOMIC SURVEY 






Mr. Wicereswortu. Well, looking at this breakdown of the pro- 
gram that you furnished us, I see $60,000 for a joint committee and 
economic survey. 

Dr. Bennerr. That is right. 

Mr. Wiceiesworrtu. How many people do you have on that / 

Dr. Benner. We have five people on that program. 

Mr. Wicateswortu. What are their duties? 

Dr. Bennerr. There is a development board which is really in 
charge of the whole program. I mean, in charge of the whole eco- 
nomic study for the development of the country. But in the light 
of the money which has been made available by the World Bank 
loan they are planning to begin with the uses of this reclaimed land 
in the Tigris Valley and that which can be irrigated by it and that 
which is safe from flood, by reason of flood control which is being put 
in. 

Mr. Wiccreswortn. What do you mean by the word “joint”? 

Dr. Bennerr. It is an Iraq board, with one American and one 
British member. 
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Mr. WicciEswortu. I see. 

Dr. Bennett. It is a legal entity provided for by their own Gov- 
ernment. 

Mr. WicereswortH. Do we finance all the expenditures ? 

Dr. Bennett. No, sir. 

Mr. WiccteswortH. How much do we finance? 

Dr. Bennett. It is about 50-50, as I remember it. 

Mr. Frvrer. Our proposed contribution to that project is about 
$60,000, Mr. Wigglesworth. 

Mr. Wiacteswortu. What does Iraq contribute ? 

Dr. Bennertr. Under all our point 4 agreements the provision is 
inserted that they carry a fair share of the program. 

Mr. Wiceieswortu. What is a fair share? That is what I am 
getting at. 

Dr. Bennett. Fifty percent, on the average. 

Mr. Wiccteswortu. The country overseas carries at least 50 per- 
cent ¢ 

Dr. Bennett. At least 50 percent. 

Mr. Wiccreswortu. In every instance? 

Dr. Bennett. That is the average. 

Mr. WiacieswortH. You do not know what the figure is, actually ? 

Dr. Bennett. We have only been running such a short time that 
the cost has not been $60,000 up to now. We may not spend that. 
But we will not put in more than 50 percent of the cost. 


AGRICULTURE 


Mr. Wiceirswortu. What are you going to do with the $857,000 
for agriculture, forestry, and fisheries ¢ 

Dr. Bennerr. In that program we will have 34 of our technicians 
and we will have 50 trainees from the country itself who will be 
training in these various fields of agriculture. 

Mr. Wicc.eswortn. How many? 

Dr. Bennett. Fifty Iraqis. 

The whole program is to bring to them the best practices in agri- 
culture. This whole area is primitive agriculture. We are not try- 
ing to bring them by one leap from their primitive ancient agricul- 
ture up to the most modern, because it would be impossible. 

Mr. WiccieswortH. What do you pay those 34 technicians? 

Dr. Bennerr. The whole cost will amount to about $408,000. 

Mr. WiaciEeswortu. Salaries and expenses for 34 people? 

Dr. Bennett. It will be salaries, expenses, maintenance of all types, 
$408,000 for the technicians we are sending. 

Mr. WiccLeswortH. Do you pay the trainees something? 

Dr. Bennett. Yes, sir. We estimate the cost of these 50 trainees 
will amount to approximately $250,000. 

7 Wiceiesworru. That leaves you a couple of hundred thou- 
sand. 

Dr. Bennerr. One hundred and ninety-nine thousand dollars is 
for services and materials, which will be in small farm equipment, 
seeds, and fertilizer and the like for the demonstration areas. 
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EDUCATION 






Mr. WiceLeswortu. What are you going to do with the $260,000 
for education ? 

Dr. Bennett. With the $260,000 we are sending six experts who 
will guide in the training of teachers, primarily. We estimate that f 
cost will be $72,000. e 

Mr. WicGLeswortu. For those six? 

Dr. Bennett. Yes, sir. That will be their travel, transportation, 
upkeep, and the like. We will have 12 trainees at a cost of $48,000. 
Mr. WiccLeswortu. Those are teachers? 

Dr. Bennerr. That is right; of the Iraqis who will be in this 






wig ns ae 






PORE 





Se, Sean * 





saa 
ns W IGGLESWoRTH. What was that cost? 

De Bennett. Approximately $48,000. That leaves us $140,000 
for materials, primarily. 

Mr. WiceLeswortu. Books? 

Dr, Bennett. Yes, sir; books and the like. They have practically 
no modern teaching equipment. The rate of illiteracy is approxi- 
mately 8 out of 10. 








HEALTH 










Mr. Wiacieswortu. All right. Tell us something about the other 
items. There is $200,000 for health. 

Dr. Bennetr. With the $200,000 for headth we propose to send five 
technicians at a cost of approximately $60,000. We will have five 
trainees at an approximate cost of $25,000. We will have $115,000 
for materials and equipment. 









INDUSTRY 


Mr. WiceteswortH. There is $235,000 for industry and labor. 
Dr. Bennerr. We will have nine experts there. This is for small 
industry. We will have $108,000 for the cost of that. There are 12 
trainees at a cost of approximately $53,000. And for materials and 
equipment there is $74,000. 

Mr. WiecLesworrn. What does that project contemplate / 

Dr. Bennerr. It contemplates the development of small industry 
in conjunction with their ministry of industry and labor. 

















TRANSPORTATION AND COMMUNICATION 






Mr. Wiceiteswortu. You have transportation in there at $150,000. 
Dr. Bennett. Transportation and communication, $150,000. Com- 
munication is very difficult. Transportation is meager. 

We are planning to send five experts under our agreement with 
them, at a cost of $60,000. There are five trainees, at a cost of ap- 
proximately $25,000. Materials and equipment are $65,000. 

Mr. WiacieswortH. Does that include roads? 

Dr. Bennett. It includes roads and communications. 

Mr. WiceteswortH. Railroads? 

Dr. Bennett. No, sir. Primarily it is for the highways. 

Mr. WiaGLeswortu. Highways? 

Dr. Bennerrt. Yes, sir. 
Mr. Wiecteswortnu. All right, Mr. Chairman. 
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ISRAEL 


Mr. Gary. The next country is that of Israel. 

Mr. Garprner. Mr. Chairman, Israel is a country of approximately 
7,800 square miles, about the same size as the State of New Jersey. 
Its location and strategic significance obviously fall into the pattern 
which the Assistant Secretary indicated yesterday. 

Mr. Gary. Did you give the population ? 

Mr. Garprner. The “population is 1,400,000, of whom 175,000 are 
Arabs. The remainder are people of Jewish origin. 

Current immigration is continuing at the rate of 10,000 to 15,000 per 
month. Actually, the last figure I saw for the month of August was 
7,500; but the state has a goal of immigration looking to a population 
of 2,000,000 people by the end of 1953. 

Mr. Gary. How many people do you estimate they can conveniently 
take care of. 

Mr. Garpiner. I was just trying to address myself to that point, 
sir. 

The population of the Palestine mandate, which is substantially 
the same area as that of the State of Israel, except for the area known 
as Arab Palestine, land which lies west of the Jordan River from the 
Jerusalem area northward, in 1947 consisted of about. 1,400,000 Arabs 
and 500,000 Jewish people. The mandate population as a whole 
enjoyed rather a higher living standard than those standards prev- 
alent throughout the rest of the northern Arab world. The figure 
was approximately $150 per head. 

What has happened as a result of the conflict in Palestine is that 
of the Arab population of 1,400,000—70,000 remain in Gaza, which 
is under Egyptian control, which was mandate territory. About 
280,00 remain in Arab Palestine. And 170,000 remain in the State 
of Israel. The balance, who according to the census now total about 
$50,000 people, are the refugees, Arab refugees, whose stake will be 
considered at a later juncture in this program. 

The possibilities of maintaining a population on European stand- 
ards, or approaching European ‘standards, of 2 million people in 
Israel are open to some soul searching and doubt. The case is by 
no means proven. What these people have on their side is the greatest 
vigor and the greatest determination to make good, Actually, they 
have been in existence for a little more than 3 yearsasanation. They 
have been supported throughout that period largely by funds received 
from abroad, primarily from private sources, but also in part through 
the United States Government and through the resources av ailable 
under the Export-Import Bank loan of $135 million. Their chances 
for survival as a viable state are obviously linked with their ability 
to make peace with their Arab neighbors and perhaps serve as an 
industrial focus for the area, trading with the agricultural Arab com- 
munities which lie adjacent to their borders. They are making great 
strides in their own development of farm lands. They have found 
underground water which they use for irrigation purposes. They 
have plans for the development of further irrigation systems through 
the use of the waters of the Jordan River. 

Those plans must be linked with arrangements which they make 
with the Arab States, who also have legitimate interests in the waters 
of the Jordan. 
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The Government is a parliamentary republic, modeled on western 
lines. The people are basically oriented toward the west. There is 
a small Communist Party, but its numbers are comparatively insig- 
nificant. 

So far as the internal economy is concerned, the latest budget for 
the year 1950-51 indicates expenditures of $426 million, receipts of 
$186 million, and a deficit of $240 million, which is made up through 
borrowing. Those are dollar equivalents. The unit of currency is 
the Israeli pound which at par is worth $2.80. 

The size of this deficit is a reflection of the requirement of the 
state for very substantial capital expenditures to establish its immi- 
grants on standards of living to which the new state has directed 
itself. It is estimated that 50 percent of the Government budget is 
directed toward economic development ends, and approximately 28 
percent for military purposes. 

The internal debt at the end of 1950 amounted to $208 million, ex- 
cluding certain treasury bills. 

The principal crops for which there is an export market are the 
citrus fruits—oranges, lemons, and grapefruit. Palestine, since the 
time of the mandate, has traditionally enjoyed a favorable market in 
northern Europe for these fruits. 

There are no basic raw materials, except for minerals in the Dead 
Sea, on which a substantial industrial economy might be based; but 
on the other hand you have very able, very willing, very vigorous, and 
very rapertts people who can wor ‘k with the tools at hand. 

The area under cultivation in 1950 was estimated at 597,000 acres. 
A “oa increase in this figure was reported due to the progressive 
taking over of farmlands which were abandoned by the Arab refugees. 
That figure undoubtedly will increase dramatically until the total area 
suitable for cultivation—which is estimated as a maximum of 114 mil- 
lion acres—is brought into production. 

This, again, depends on the use of land in the Negev, which is a 
desert area lying to the south of what we know as the Holy Land, 
south of Beersheeba. 

Industrial production has developed greatly, especially in food 
processing, textiles, metal working, and chemicals; $20 million of the 
Export- Impor t Bank loan was devoted to industrial purposes. 

The total national income for 1950 is estimated at $711 million. 

On the foreign trade account 

Mr. WiceLeswortn. You say the population is $1,400,000 ? 

Mr. Garpiner, One million and four hundred thousand. The pop- 
ulation has been rising, though, and it is rather difficult to divide out, 
because immigration has proceeded at the rate of 15,000 a month and 
if we started to divide today’s population by the national income of 
a year ago, we would not get too precise a result. 

“Shall I continue, Mr. Chairman ? 

Mr. Gary. Yes. 

Mr. Garprner. The foreign trade figures indicate that the merchan- 
dise exports, the last fiscal year of which we have record, amounted to 
$35 million and that the imports amounted to $287 million. 

Of the foreign trade, the United States accounted for $8 million 
of the exports from Israel and $106 million of the imports. 
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The foreign debt of Israel amounted at the end of 1950 to $118 mil- 
lion, of which $81 million was owed to the Export-Import Bank, $81 
million of the credit having been availed of. 

Mr. Wiccieswortu. I thought you gave us a figure of $20 million. 

Mr. Garprner. That was $20 million of the Export-Import Bank 
credit devoted to industrial purposes. The total drawn down as of 
the end of 1950 was $81 million and the total line of credit from the 
Export-Import Bank amounts to $135 million. 

he balance of payments under this situation is naturally precarious 
although, in addition to the credit for merchandise exports, there are 
credits accruing to Israel from availments of sterling balances and 
very substantial sums by way of cash contributions from abroad pri- 
marily from the United States; and substantial sums that accrue from 
immigrants who are able to bring with them to Israel resources of a 
capital nature. 

It is expected that the current bond drive in the United States will 
realize $70 million by the end of 1951. These are sales of bonds to 
private individuals. 

Mr. WiceteswortH. For what purpose? 

Mr. Garprngr. For the development of Israel, sir. That is a 3-year 
»lan, to market some half a billion dollars worth of bonds on the 
nited States and other markets guaranteed by the State of Israel. 

It is also estimated by the Israeli authorities that money from gifts 
during the fiscal year 1952 may amount to as much as $55 million. 

The further bankability of Israeli projects obviously is dependent 
on their success in marketing these bonds primarily on the American 
market and the evidence §0 far is that the bonds are finding good 
markets. 

Now, what Israel needs is increased production; increasing agricul- 
tural production, and capital that is required for settlement projects. 
It is also short of consumer goods and foodstuffs. 

The program which had been designed by the Administration to 
meet the problem of Israel, includes a rather small component of tech- 
nical assistance and substantial equipment primarily directed at the 
improvement of farming, both irrigated land and dry farming and 
also a component of transportation and industrial components. 

We understand from the Israelis that with the increased amounts 
in the bill, their plan would call for projects of that nature, perhaps 
expanded, and Ae for substantial shipments of consumer goods to 
meet current pressing needs of their people. 

Perhaps Dr. Bennett would like to pick it up at this point. 

Mr. Gary. Before he does, I would like to ask a question. It would 
appear from the revised table which has been furnished the committee 
that you propose now an expenditure of $14,950,000 in Israel and 
$14,956,000 in the Arab states. In addition to that, the program calls 
for an expenditure of $50 million for the Arab refugee program and 
$50 million for the relief of refugees coming into Israel. According 
to those figures you are within $6,000 of absolute neutrality between 
the two. 

Mr. Garprner. Absolute equality, if I may sav so, Mr. Chairman, 
that is a distinction and a difference. I think the facts are obvious: 
there are grave and pressing needs in the Arab countries and there are 
more people in the smaller northern states than there are in Israel. 
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The smaller Arab states do not enjoy the oil revenues that some of the 
other Arab states do. On the other hand, the Arab ability to make use 
of a program of this nature is limited by technical inexperience 
whereas the Israelis are fully experienced in development affairs and 
know how to deal with us on the same sort of basis that a European 
country would. This year I would say that the policy of impartiality 
was met by a policy of equality, in the funds. I think that is as far 
as I would like to go, sir. 


AGRICULTURAL PROGRAM FOR ISRAEL 


Mr. Gary. Dr. Bennett, we will be glad to hear you at this time. 
Dr. Bennett. I think all of you realize that the Israel situation is 
quite difficult. Their imports have to be so large; they are importing 
65 percent of their meat, 85 percent of cereals, 40 percent of all pota- 
toes consumed, just forillustration. Consequently in the breakdown of 
the $14,950,000 for this small country, it was our judgment that $12,- 
871,000 should be put in agriculture, forestry, and fisheries and that 
would provide for eight experts from this country at a cost of $96,000; 
19 trainees, at a cost of $74,000 and $12,701,000 for materials and serv- 
ices. 

Mr. Gary. What materials will be sent under that program ? 

Dr. Bennett. First of all, in their agricultural program, I think all 
members of the committee realize that we are dealing with a difficult 
and an abnormal] situation in Israel and the only hope for agriculture 
is in the improvement of small farms. The whole program is a difficult 
one. But, to break it down, first deep-sea fishing; they are hoping to 
enlarge their catch of fish as a major source of protein food. Deep-sea 
fishing is practical there and the cost of this project will be around 
$60,000. 

Mr. Gary. Is that in the Mediterranean ? 

Dr. Bennett. In the Mediterranean, yes. Their citrus-fruit indus- 
try which has been large is in difficult straits and $31,000 is being 
allocated to that, with two technicians and two trainees. 

The packaging and canning of citrus fruit which has been perfected 
in this country to such a high degree in California, Texas, Louisiana, 
and Florida, has demonstrated that you must process your citrus fruit 
if it is to compete on the world markets. And that is one thing which 
they have in quantity sufficient to export from their farms. We esti- 
mate that better packaging and better handling are mandatory and 
have set up $198,000 for that project; that would include 4 technicians 
and 10 trainees. 

Mr. Wiaciteswortu. What materials are you going to put in there? 

Dr. Bennett. The materials will consist of various types of equip- 
ment, which have been developed in this country as a demonstration 
of how to handle these products, particularly in the canning of their 
juices in surplus and likewise in the whole process of marketing. It 

will not require too much equipment, but the whole citrus-fruit indus- 
try must be revamped if it is going to be a substantial source of income 
for the people. It establishes a small packing plant under this project. 
Mr. WiccteswortH. This contemplates a small packing plant? 

Dr. Bennett. That is right. Then there is the rural improvement 

and diversified agriculture in settlements. They are importing at the 
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present time as I pointed out in the beginning over one-half of their 
basic foodstuffs. Additional production of basic products is pro- 
posed by the development of diversified farming and a number of 
agricultural settlements. It is proposed to equip about 3,000 small 
farm units with draft animals, smaller farm implements and equip- 
ment and a supply of a limited number of small tractors and trucks, 
irrigation pumps and a chick hatchery, and a small milk processing 
plant. The estimated duration of that program would be 2 years. 
The total for that will amount to $6,292,000. 

Coming to the next item in this program of agriculture, expansion 
of regional irrigation schemes, since Israel is so dependent on sub- 
stantial imports of basic foodstuffs, they propose an expanded agri- 
cultural production through small irrigation schemes in nine regions. 
These developments involve pipeline extensions on present schemes 
as well as additional wells, rage pipelines, and reservoirs. 

The main expenditure will be for pipe and pipe manufacturing 
materials, mechanical and electrical equipment for this water supply. 

The estimated duration of the project will be 18-months and the 
funds amount to $6,287,000. 


HEALTH PROGRAM 


Mr. Gary. I notice in your next item you are asking for only $200,- 
000 for Israel for the health program and you ask for $7,509,000 for 
the health program in Iran. Is there that much difference between 
the state of health of the people in the two countries? 

Dr. Bennett. No, sir; here is the situation. In this immigration 
into Israel you discover, to your utter amazement, that you have 
skilled physicians as well trained as you find anywhere in the world, 
who come from European universities—highly skilled. You have 
the basis for a public health service, consequently, which you do not 
have in any of the Arab countries. 

Israel has engineers, doctors, lawyers, technicians of every type 
and character. There are as many educated men there—well, you 
will find more there than anywhere else in the Middle East or in 
Africa or, as to that, in the Orient. That is the reason for the small 
amount which is requested here. 

Mr. Gary. They do not need the technical medical men ? 

Dr. Bennerr. They do not need the doctors and nurses and labora- 
tory technicians, nor pharmacists as they must have them in these 
other countries where they are beginning from the start, practically. 
Israel is a new situation, entirely different from any, anywhere on 
earth. 

In Israel, there is 1 doctor for every 300 people. Just to give you 
an example, in the United States, we have 1 to 850. In some of these 
underdeveloped areas they have about 1 to 100,000. 

Mr. Gary. Will you complete your statement as to Israel, Doctor? 

Dr. Bennett. For health, $200,000; mdustry and labor $318,000. 

Mr. Gary. What is the program there? 

Dr. Bennett. We are sending 12 experts at a cost of $144,000; 24 
trainees at a cost of $104,000 and $70,000 for materials. 
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TRANSPORTATION AND COMMERCE 


Mr. Gary. Transportation and communications / 

Dr. Bennett. Transportation and communications, $1,361,000; 8 
experts from this country at $96,000 cost and 12 trainees at a cost of 
$60,000; and materials and equipment, $1,205,000. 

Mr. Gary. What is the main project there / 

Dr. Bennett. Highway transportation. They are building about 
2,000 miles of surfaced roads. Much of the old road is having to be 
rebuilt due to the peculiar composition of the soil and the materials. 
The Department of Public Roads here is furnishing the guidance and 
the direction and what they need is structural road construction engi- 
neers and soilengineers. The soil is creepy soil in much of the country 
and the old roads have gone to pieces under the heavy traffic. ‘Traffic 
in Israel is very heavy on the roads which are now available—I am 
referring to highway traffic. 

As to water resources, the amount is $200,000; two specialists from 
this country, technicians, at a cost of $24,000; and five traineees at a 
cost of $25,000. $151,000 for materials and equipment. 

That is the program, the sum total being $14,950,000. 

I should also include the settlement of immigrants at $50 million. 

Mr. Gary. We will take that up later as a separate item. 


xX 
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Wepnespay, OcrosBer 3, 1951. 


JORDAN 


Mr. Gary. The committee will come to order. Mr. Gardiner, 
having taken up all of the countries in which the largest programs are 
requested, I wonder if we cannot group the remaining countries and 
cover them with a brief general statement. 

Mr. Garpiner. I would be very glad to try to do that, sir, and 
possibly telescope some of them with the Arab refugee program. 

Mr. Gary. We are going to take the two refugee programs up 
separately. 

GENERAL STATEMENT 


Mr. Garpiner. Then, shall I run through Jordan as quickly as I 
can to get the basic facts on the record? 

Mr. Gary. I think that would be a good idea. 

Mr. Garpiner. Jordan is a country of 37,000 square miles lying, 
most of it, to the east of the Jordan River, although Jordan has 
annexed the area known as Arab Palestine which is west of the Jordan. 

It is important in its location in particular because it is on the route 
of the pipelines coming from Saudi Arabia from Iraq to the Mediter- 
ranean littoral. 

It also has a potentially important seaport at Akaba. Its Govern- 
ment and political orientation are toward the West. The British 
influence in Jordan has been very strong. The British were instru- 
mental in creating the country. The British Minister at the present 
time happens to be one of the original officers who was associated 
with Lawrence of Arabia. His name is Kirkbride. He has lived 
there all his life. Another Briton who is very influential in the life 
of Jordan is Glubb Pasha who organized the Arab Legion, starting 
from scratch. And the Arab Legion, as Mr. McGhee has testified, is 
a very creditable organization within its limitations. 

Mr. Wiaciesworth. Is that all within Jordan? 

Mr. Garpiver. That is all within Jordan. The population is 
1,300,000 which includes 450,000 Arab refugees from Palestine, so 
that one-third of the people there are in this refugee status. 

The budget is sadly out of balance. Expenditures are indicated at 
$29 million and receipts at $12 million. That has been made up by 
subventions for the Arab Legion paid by Great Britain and by bor- 
rowings principally from Great Britain. 

The percentage of the budget devoted to military purposes is 56 
percent, only small amounts being available for economic development. 

Mr. WieGLeswortH. The 56 percent is in part paid by the British? 

Mr. Garpiner. That is correct. 
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Mr. WiGGLeswortH. Do you know what portion of it? 

Mr. Garpiner. I should say substantially all represents the im- 
portation of military equipment. Some of it represents local pay 
of troops which I imagine is raised locally. The staff command is 
largely British and they are paid by the British directly, I think, 

As to the internal debt and organization of the country, it is not a 
highly organized country. It has little, if any internal debt. 

Its principal crops are cereals and while, in a good crop year, cereals 
may be available for export, that has not been true for the last 3 or 
4 years. 

The area under cultivation is approximately 1 million acres or 5 
percent of the total land area and that acreage cannot be intensively 
cultivated as the land is allowed to lie fallow from time to time. 

The land west of the Hejaz Railway, which runs parallel to the 
Jordan River, is all desert, and while this country would appear on 
the map to have great possibilities for development, that really is 
not the case. West of that railroad you have a chunk of the moon 
rather than a chunk of the earth. It is dry, sandy, arid. 

The industrial potential is negligible, although Jordan has possibili- 
ties of developing deposits of bituminous limestone in the northern 
part of the country and Jordan has an interest in the chemical de- 
posits found in the Dead Sea which abuts on Jordan as well as on 
Israel. 

The per capita income is estimated pro forma at $45 per year. The 
foreign debt is indicated at $2.8 million to the United Kingdom and, 
as I indicated, the balance of payments, like the Government budget, 
is in an unfavorable condition. 

Mr. Gary. The chemicals in the Dead Sea, to which you have re- 
ferred, do they bring in a substantial amount? 

Mr. Garpiner. No, sir. Before the conflict in Palestine, during 
the days of the mandate, I think it represented a business of $5 or 
$6 million a year. It could conceivably be subject to further develop- 
ment. 

Mr. Gary. What is it? 

Mr. Garpiner. Potash. The problem is to find more water. That 
can be done in two or three ways. It is possible to make a greater 
development of the Jordan Valley in concert with Israel. The Yar- 
muk River which flows into the Jordan on the northern boundaries of 
Trans-Jordan is capable of development if Jordan and Syria concert 
in the developmevt of that stream. There are other smaller water 
courses that flow into the east bank of the Jordan River itself. One 
of those, according to Mr. Clapp, when he was there 2 years ago on 
behalf of the United Nations, held out considerable pessibilities for 
damming, with resultant irrigation in prospect. 

Jordan has been hospitable to Palestine refugees and is ready to 
receive them, and has made them citizens. We hope that through 
the program everything possible can be done to develop what resources 
there are in that country to enable the population itself to prosper 
and the refugees to become welcome in increasing numbers as perma- 
nent settlers. 

With that brief introduction I might leave the field to Dr. Bennett. 
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SUMMARY OF PROGRAM 


Mr. Gary. Will you give us a brief summary of the program, Dr, 
Bennett? 

Dr. Bennett, The program in Jordan provides for a total of 
$4,680,000 of which $2,320,000 would go for agriculture, forestry, and 
fisheries ; $230,000 for education which, in the main, would go to the 
agriculture junior college; $300,000 for health; $248,000 for industry 
and labor; $232,000 for transportation and communication; $350,000 
for water resources and $1 million for consumer goods. I will be 
glad to give whatever detail you would like to have. 

Mr. WieeLtesworrnH. Tell us something about the consumer-goods 
item. That only appears in one or two of the countries, I note. 

Dr. Bennerr. Jordan, as has been pointed out, is not only a 
deficient nation, but it has this tremendous load on its economy of 
the refugees. Jordan expended the equivalent of $3,077,700 for 
ordinary economic and social development in 1950-51, which was 
about the same amount as the Government budget deficit. The 
deficit, even with the British subsidy for military and a special loan 
for development, connected with the Arab refugees, represented half 
of the Jordan Government expenditures. 

Increased local cost of proposed grant-aid projects for economic 
development and consumer goods programs would generate counter- 
part funds sufficient to expand local expenditures for economic devel- 
opment by one-sixth. Such a consumer-goods program would be 
equivalent to about 3 percent of Jordan’s total imports from all 
countries in 1950 and represents the value of all Jordan’s imports 
from the United States that year. 

An exact list of goods and the programing of the imports would be 
worked out to meet the needs of the Jordan Government. Wheat 
would be high on the list since production in Jordan during the current 
year has been only 40 percent of normal due to weather conditions. 

Petroleum, cotton cloth, and possibly small amounts of steel sheet 
and copper may be other items involved in this consumer goods pro- 
gram. The total amount estimated is $1 million. 


PETROLEUM IMPORTS 


Mr. Gary, Why would you import petroleum when the pipeline 
is there? 

Mr. Garpiner. There is no refinery there, sir. 

Mr. Lorrus. There is no access to the pipeline. It goes right 
straight through. 

Mr. Garpiner. The oil there is crude oil flowing through the pipe- 
line. They must lubricate what few trucks they have and they need 
lubricating oil and other refined products. 

Mr. Gary. This would be the refined product? 

Mr. Garpiner. Yes. 

Dr. Bennerr. Again in this country, as in all these countries, 
agriculture is the thing which must be stressed to increase production 
to take care of this increasing population. 
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CONSUMER GOODS PROGRAM 


Mr. Garpiner. May I make a general statement on the consumer- 
goods program? That has been presented illustratively only for 
three countries, Iran, Syria, and Jordan, and all those countries are 
going to be very hard up for local moneys to back up a development 
program, 

We feel we need that to give that extra assistance and leverage 
needed to move forward effectively in those three countries. 


LEBANON 


Mr. Gary. What is the next country? 

Mr. Garpiner. Lebanon is a country located on the Mediterranean 
to the north of Isreal. It has about 4,000 square miles; about twice 
the area of Delaware. It is a hub of the international air routes. It 
has a useful seaport for the trade for the whole area, Beirut, and also 
it is the country in which two of the pipelines debouch on to the sea. 
® Its population, which is delicately balanced between Christian and 
Moslem totals one million and a quarter people, plus more than 
100,000 of the refugees from Palestine. 

Its government is a republic. It is friendly and well-disposed to 
the West. Some of its leaders have taken most noteworthy roles 
in the councils of the United Nations. The Minister from Lebanon 
to the United States, Charles Malik, is considered by many to be one 
of the world’s leading statesman, 

Incidentally, he is a graduate of the American University of Beirut, 
which is located in Lebanon and which has made such a great contri- 
bution to understanding between our country on the one hand and 
the Arab states on the other and with its 8,000 alumni represents the 
greatest single link between the West and the Arab world. 

Mr. Gary. I have quite a few Lebanese in my city and they make 
very excellent citizens. 

Mr. Garpiner. They have been wonderful businessmen and 
wonderful traders from the beginning of history, sir. They are the 
descendants of the Phoenicians. 

The country’s budget is balanced at the level of $26 million per 
annum of Lebanese pounds. A very small percentage is devoted to 
the military effort, approximately 18 percent of the budget. As much 
as 40 percent goes for purposes which we could identify as economic 
development. 

The internal debt is very small. The surpluses for export are fruits 
and vegetables and cereals. 

The area under cultivaticn is approximately 20 percent of the total 
land area and it is estimated that as much as 29 percent of the total 
area could be cultivated. The reason for that small percentage in 
the case of Lebanon is that the country is cut by two very high and 
rugged mountain ranges that run parallel to the sea. 

here are small industries, including textiles, and the American oil 
interests propose a new oil refinery to be built in the ancient city of 
Sidon. 

Income is considerably higher than that of the other Arab states, 
estimated at $156 per capita. 

Lebanon imports approximately $11 million from the United 
States. Its foreign debt is negligible. It is a country that could 
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rank for a limited credit, I think, from the International Bank or from 
the Export-Import Bank. 

It needs agricultural development. It needs development of its 
principal water assets, such as the Litani River. That river is now 
the subject of study under the point 4 program by a team which has 
been sent to the field by the Department of the Interior. 

The program is devoted primarily to expanded technical assistance 
in agriculture, health, and transportation. 


PROGRAM SUMMARY 


Will you carry on, Dr. Bennett? 

Mr. WiaGLeswortu. Did you give the population? 

Mr. Garpiner,. 1,250,000. 

Dr. Bennerr. The population pressure in Lebanon on the land is 
the highest in the Middle East. It is almost 1,500 per square mile. 

The program calls for $2,350,000 total; agriculture, forestry, and 
fisheries, $896,000; education, $150,000; health, $572,000; industry 
and labor, $115,000; transportation and communication, $200,000; 
water resources, $317,000; government administration and _ public 
services, $100,000. 


PUBLIC HEALTH PROGRAM 


Mr. Gary. You seem to have quite a health problem there. 

Dr. Bennerr. Yes, sir. 

Mr. Gary. $572,000. 

Dr. Bennerr. $572,000. There are some proposed projects under 
the general category of rural public health clinics and tuberculosis 
control units. ‘The rural public health clinics are those set up to help 
the Government of Lebanon in organizing a full preventive health 
program for the rural population. 

It is estimated that this will require four public health teams, 
consisting of a public health physician, public health nurse, sanitarian 
and health education specialist. Sixteen United States technicians 
in all, 

Mr. Wiaa@_eswortu. How many trainees? 

Dr. Bennerr. There will be 8 trainees to the United States and 
8 trainees to the American University at Beirut, 16 trainees altogether. 

One tuberculosis control unit, for which $112,000 of the $572,000 is 
intended, which will require three United States experts. There will 
be in that program three trainees to the United States. 


SYRIA 


Mr. Gary. Take up the next country. 

Mr. Garprner. The next one is Syria, which Dr. Bennett described 
yesterday as a land of great possibility for the development of the area 
and for the resettlement of Arab refugees. 


GENERAL STATEMENT 


The country contains 66,000 square miles. It has an obviously 
important location, again on the Mediterranean Sea, and is traversed 
by the pipelines of the Aramco and the Iraq Petroleum Co. Its 
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population is 3.2 million, including 80,000 Palestine refugees. There 
are some nomads in this population, perhaps as many as half amillion. 

It is a parliamentary republic. Its budget figures for 1950 show 
expenditures of $46 million and receipts of $41 million. 

Of the expenditures as much as 49 percent goes to military purposes 
and approximately 31 percent for economic development. 

It has a rather substantial debt, $57 million, to the Bank of Syria 
and Lebanon. 

They grow cereals, tobacco, cotton, wool, and olive oil. Its crop 
of cereals and cotton has been considerable during the past year and 
there has been some export surplus. 

Of the total area, only 5.7 million acres, or 12 percent, are under 
cultivation, and it is estimated that at least a further 3 million acres 
is suitable for cultivation. 

Industrial production accounts for 10 percent of the national 
income. There are 20 light and medium industrial factories of which 
12 are textile plants. 

The per capita income is estimated at $110 per person per year. 

There are no good statistics on Syria’s foreign trade available to us 
due to the fact that the customs union of Syria and Lebanon, which 
formerly kept the books, has been dissolved and since its dissolution 
a full year’s statistics have not yet come to hand. 

Syria exports about $1 million worth of merchandise to the United 
States and imports $27 million from the United States. 

Syria has possibilities of obtaining bank credit from the Inter- 
national Bank for Reconstruction and Development, but its potential 
for economic development is very great, and it is hampered on two 
counts; first, technical inexperience, and, second, shortage of local 
financing to carry out the projects. 

The program in Syria has been developed on more substantial lines 
than those of Lebanon or Iraq in recognition of the very great possi- 
bilities of economic developmevt in Syria. 

Dr. Bennerr. The program for Syria calls for $4,390,000—agri- 
culture, forestry, and fisheries, accounting for $1,811,000. 


POTENTIAL IN AGRICULTURAL PRODUCTION 


Mr. Gary. How many additional residents do you estimate you 
can take care of if you improve their agricultural output? 

Dr. Bennetr. They have in cultivation 5,700,000 acres of land. 
There are at least 8,000,000 acres that could be brought under cultiva- 
tion with comparative ease in the country. In other words, they can 
double the productive area, and all of the 8,000,000 new acres that 
you would bring in would be irrigated. In that way, I think Syria 
is capable of taking care of more of the refugees than any of the other 
countries. 

I think that Iraq and Syria offer the key to it. Jordan itself is 
willing, but its economic possibilities are far more limited than either 
Syria or Iraq. Syria in particular offers great opportunity because 
so much land can be brought in so easily by using the waters of the 
Euphrates and its tributaries. 
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HEALTH PROGRAM 


Mr. Gary. You have quite a health program there. 

Dr. Bennett. Yes. All of the Middle East offers a considerable 
health problem. There are similar diseases, tuberculosis and malaria. 

Mr. Gary. What is the incidence of tuberculosis over there now? 

Dr. Bennett. I do not have the figure, but it is very high. 

Mr. Gary. Do you have the tuberculosis death rate? 

Mr. Fryer. Not by categories. 

Dr. Bennett. The vital statistics are not reliable. They are not 
kept with the degree of accuracy so that you could afford to quote 
them. The incidence is very high. Malaria is high, and the difficulty 
with the eyes is universal throughout the whole of the Middle East 
and South Africa. 


CONSUMER-GOODS PROGRAM 


Mr. Gary. You have a consumers’ goods item of $1 million for 
Syria. 

Dr. BENNETT. Syria will have great difficulty in obtaining local 
currency needed to help finance her economic development. This 
economic development program proposed for Syria will require an 
estimated expenditure on her part of 59 million Syrian pounds. This 
consumers’ goods program would generate approximately 3,500,000 
Syrian pounds through the issuance of dollar credits. This would 
require a Syrian contribution of 52,500,000 pounds, or about equal 
to what she spent on economic development programs in the fiscal 
year 1950. q 

The consumer-goods program would concentrate on the key 
influences to avoid inflation by working out an exact list of products 
with the Syrian Government. This program would represent about 
2 percent of Syrian total imports from all countries in 1950. 

Mr. WicGLeswortn. Is it just an over-all figure, or do you have 
definite commodities in mind? 

Dr. Bennett. It is an over-all figure, and the commodities will be 
agreed upon with the Syrian Government as to the items which are 
most efficient in the country and which must be imported. 


Saup1 ARABIA 


Mr. Gary. We will now consider Saudi Arabia. 

Mr. Garpiner. The next country is Saudi Arabia. You can see 
the vast area on the map there, 900,000 square miles, almost one-third 
the size of the continental United States. Its significance was dis- 
cussed by the Assistant Secretary yesterday. It centers on its lo- 
cation, the air base and the oil resources. 


GENERAL STATEMENT 


Mr. Gary. Is a good deal of that territory desert? 

Dr. Bennerr. Practically all is desert. There are fewer people in 
Arabia now than there were 1,500 years ago. 

Mr. Garpiner. There are 5,000,000 in the population, mostly 
nomadic. The Government is an absolute monarchy. The King and 
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the court are well disposed toward the United States with a tradition 
of friendship that has been fostered over the years. 

The budget is balanced at approximately the level of $122 million a 
year, largely from oil royalties. Approximately 20 percent of the 
money goes to military expenditures and another 20 percent for 
economic development. 

There are no surpluses for export except the oil. 

The area under cultivation is inadequate to meet the internal food 
requirements and food is imported. 

It is possible that more acreage can be devoted to agriculture. 
That turns on the problem of water, which again Dr. Bennett men- 
tioned yesterday on the record in these hearings. 

There is no industrial production, or very little of it. It is esti- 
mated that the per capita income is approximately $40 per person 
per year. 

The United States imports oil, gold, silver, and copper; United 
States exports to Saudi Arabia amounted to approximately $35 mil- 
lion in 1950. 

A credit of $29 million has been authorized by the Export-Import 
Bank for development in Saudi Arabia, and about half of that amount 
has been drawn down to date. That has been devoted to the develop- 
ment of a railroad and the port at Jidda. 

The balance of payments of Saudi Arabia is very favorable. The 
two principal sources of funds are revenues from the annual pilgrimage 
of the Moslems to the Holy City of Mecca, and oil revenues. 

Saudi Arabia is considered to be a good credit risk. 

The needs of Saudi Arabia are similar to those described for the 
other Arab States, but in view of the financial strength of Saudi 
Arabia, the program as presented to you has been kept to a minimum 
figure. 

I believe the figure now is $690,000. 


GOVERNMENT SERVICES PROGRAM 


Dr. Bennett. The total program is $690,000 agriculture, $115,000 
for health, and $60,000 for government services. 

Mr. WiaGLeswortH. What does that mean? 

Dr. Bennett. That means the training of people in budgetary 
procedure for the handling of the affairs of the country—fiscal experts. 
It means monetary experts to advise on monetary banking system; 
one budget expert to formulate a better fiscal system for the govern- 
ment; one customs expert to install a more modern and efficient 
customs administration; one tariff expert for the formulation of an 
improved system; one expert accountant for improving government 
accounting systems—estimated duration, 2 years. Five technicians 
at a cost of $60,000. 

Mr. WiIGGLEsSworTtH. $12,000 apiece? 

Dr. Bennett. Yes. We will spend only what is necessary, but 
the estimate of the Budget Bureau is that it will cost about that for 
each specialist who travels abroad as far as the Middle East. 

Mr. WiaGLeswortnH. Could not one expert supply the necessary 
instruction? 

Dr. Bennett. These are the requests from the Government of 
Saudi Arabia which have been sifted down to that number. I mean 
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by that, they asked for far more, but we finally reached an agreement 
that five would be about the number who could set up a modern 
accounting system and a fiscal system for the country. 

Saudi Arabia, in my judgment, is one of the countries that can 
absorb a large population. J think if the irrigation system is restored 
that used to exist in the period of the Roman Empire on the Red 
Sea area, from Jidda down to Yemen, a distance of about 300 miles, 

ou can take care of nearly as large a number as they now have. 
he land is good. It is productive. All it needs is water. 


YEMEN 
Mr. Gary. We will now take up Yemen. 
GENERAL STATEMENT 


Mr. Garpiner. Yemen is at the southern tip of the Arabian Pen- 
insula. It has an area of about 75,000 square miles, about the size 
of the State of Nebraska. Its population is about 3,000,000. Its 
government is that of an absolute monarchy, and for many years has 
kept the west at bay, but is now a member of the United Nations and 
its people, who are in many ways feudal, perhaps medieval, are be- 
ginning to show greater interest in western civilization. 

There are few figures we can give you. By and large it has a more 
attractive climate and more possibilities than you will find throughout 
most of the length and breadth of the peninsula. There are moun- 
tains and rainfall, and crops do grow. It is a source of coffee and 
goat- and sheep-skins. Those are the only items that enter United 
States trade from Yemen. 

Its balance of payments is unknown. Its bankability is untested. 
Its needs are related to the development of basic economic data, and 
the establishment of a modern state. 

It is also ridden with disease and a health program for Yemen is 
clearly indicated. 

PROGRAM SUMMARY 


* Dr. Bennerr. The program calls for a total of $450,000; $82,000 
would be for a joint commission and economic survey which would 
make an estimate of the needs of the country and a basis for their 
development. 

Fifty-seven thousand dollars is for education. Three hundred 
eleven thousand dollars is for health. The reason for that figure of 
$311,000 for health is that the health of the country is tragic, and 
this year they have had a serious outbreak of cholera. They called 
on the outside world for aid in its control and eradication, if possible. 

Yemen is the most favored part of the peninsula, being located as 
it is in the southern end of the peninsula, and having a higher altitude, 
it gets rainfall. As you fly cross the country and go over Yemen, you 
strike a country that is green and shows evidence of growth and much 
plant and animal life. 

HEALTH PROGRAM 


Mr. Gary. Most of this is being spent on health? er 
Dr. Bennett. That is right, on account of the condition of the 
country being such that they have called for that themselves. This 
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outbreak of cholera is the first serious outbreak that we have had 
anywhere in the world this year. We have had cases of it before, but 
this is a wide-spread outbreak of cholera which has been devastating. 

Mr. Gary. This is the only country where you are not helping 
agriculture. 

Dr. Bennerr. We are making surveys through the joint commis- 
sion, and again there, as elsewhere, their biggest need is going to be 
in the field of agriculture because that is where 80 percent of the people 
live in that area—on the farms and in the farm villages. 

Mr. Gary. What does the World Health Organization do in this 
health program? 

Dr. Bennett. They came to the rescue here with some aid from 
the United States. The World Health Organization is doing a good 
job around the world. Part of all the funds we receive go to the World 

ealth Organization. These funds would be spent cooperatively 
with them. We work with them everywhere. We are partners. 

Mr. Gary. In addition to this do we appropriate amounts for the 
World Health Organization? 

Dr. Bennett. Small amounts, yes. 

Mr. Gary. To come out of this? 

Dr. Bennett. To come out of this. 

Mr. Gary. In addition to the amounts in this bill, do we give any- 
thing to the World Health Organization? 

Dr. Bennerr. Some of it comes from the general fund of the United 
Nations, but we are giving from whatever funds that you give us. 
We will turn over $12,000,000 to the United Nations. Out of this 
fund here there will be $3,744,000 of these total appropriations for 
that area that will go to the United Nations technical assistance 
program, and that goes to food and agriculture, world health, and 
the UNESCO and other organizations of the United Nations. Our 
program, as nearly as possible, does dovetail together. We work in 
the nations together. 


ASSISTANCE TO WORLD HEALTH ORGANIZATION 


Mr. WicGLeswortnu. I am interested in getting that picture in a 
little more detail. For instance, do you know what our contribution 
is to the World Health Organization? 

Dr. Bennett. It is divided from the United Nations’ fund. 

Mr. WicGLeswortH. What is our contribution? We are con- 
tributing the lion’s share for the cost of operation for all those organi- 
zations that you mentioned. 

Dr. Bennett. That is right. 


UNITED STATES CONTRIBUTIONS TO U. N. ORGANIZATIONS 


Mr. WiaeLesworts. How much do we contribute to the World 
Health Organization and how much do we contribute to FAO and 
UNESCO and the other United Nations organizations working in this 
area? 

Dr. Bennett. I am sorry that I do not have the total figure by 
reason of the fact that we do not handle more than this fractional part. 
I can get that figure for you and insert it in the record. 
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Mr. Wieetesworts, I wish that you would put it in for the WHO, 
UNESCO, and any United Nations Agency that is operating in this 
general area so that we can get the complete picture. 

Dr. Bennett. I will be glad to do that. 

(The matter referred to follows: ) 


Estimates for U. N. and specialized agencies expanded program of technical assistance, 
calendar year 1952 
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These figures, prepared in May, represent our best estimate at that time of 
programs for 1952. Of the $25 million, $5 million was estimated to be a carry-over 
of funds committed but unobligated in 1951, and $20 million to be new contri- 
butions. Figures now available indicate that the 1951 carry-over of committed 
but unobligated funds will probably total $7 million, due to a slower obligation 
rate than previously expected, and the 1952 program is consequently estimated at 
$27 million to reflect this carry-over accurately. The distribution pattern of the 
additional $2 million carry-over has not yet been furnished by the Technical 
Assistance Board. 

Dr. Bennetr. Whatever funds we get will be on the proportionate 
figure of 60 percent. Whatever fund we contribute—and we will 
contribute $12 million from whatever fund you give us—it will be 
60 percent of the fund that will come from us, and the other nations 
will give 40 percent. 

Mr. Wiaaiteswortu. Under this activity that we are talking about? 

Dr. Bennett. That is right, but that is not the over-all picture, 
which I will be glad to furnish for you. I would like to know myself, 


LIAISON WITH UNITED NATIONS ORGANIZATIONS 


Mr. Wiaeiteswortn. What is the basis of determining what work 
in this area the World Health Organization will do and what work 
will be done out of the funds that you are requesting now? 

Dr. Bennetr. The requests come from the countries, and it is 
determined after consultation. We consult with the United Nations 
organizations constantly, and we have liaison between us. 

Mr. Wiaeiesworts. What is the basis? What is the yardstick that 
you use? Here is an over-all program that you think ought. to be done 
in the fiscal year 1952 in the field of health. In general, what is the 
basis of determining what portion of that should be shouldered by the 
World Health Organization and what portion should be shouldered by 
Uncle Sam? 

Dr. Bennert. It is determined country by country. Sometiines 
they do not have available people; for example, in tuberculosis, or in 
malaria control, or in the control of yaws, but they have good men in 
venereal diseases and the like. 

Mr. Wieeteswortu. The World Health Organization is working in 
those fields the world over. 
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Dr. Bennett. Yes. There is difficulty in getting technicians. In 
Haiti we are working cooperatively with them in the fight on yaws, 
and they are carrying on the work pretty well in the cities and the 
technical assistance people carry the work in the country. 

Mr. WiccLeswortH. What I am trying to get at is why, if we have 
a World Health Organization and contribute a very large percentage 
of its funds, it should not do the complete job here. Why should we 
put up 60 percent if some other members of the United Nations would 
—, a substantial portion of that if the United Nations did the 
job? 

Dr. Bennerr. They have had great difficulty in matching the funds 
which have been put up by the United States Government. 

Mr. WicGieswortu. I think that difficulty will always persist as 
long as we are willing to supply the deficiency. 

Dr. Bennerr. Last year, for example, we set up $12 million on the 
basis of 60-40. They were able to put up only $8 million. In other 
words, we put up the money, but we do not carry the full amount 
unless they meet their quota of 40 percent. 

Mr. WicGLeswortn. Surely the over-all objective of what you are 
seeking in this part of the world, if it is important to us, is vitally 
important to the other members of the United Nations. 

Dr. Bennerr. I quite agree, and if the World Health Organization 
had the funds and the staff, obviously, they should carry the whole 
program. Their budget last year was about $6 million for their 
whole World Health program and the Food and Agriculture Organ- 
ization year before last, before our major contribution had only 
$5 million for their world-wide program, which was, of course, 
inadequate. 

Lipya 


Mr. Gary. We will now take up Libya. 
GENERAL STATEMENT 


Mr. Garpiner. The next country is Libya. Libya is located on 
the southern Mediterranean. It consists of 687,000 square miles, 
mostly desert. It has three areas of fertility. Two are indicated on 
the map, one near Tripoli and Cyrenaica and the third area is in the 
south in Fezzan. 

Its location on the Mediterranean makes it of strategic importance. 
It has a population of a little over 1 million, one-third nomads and 
two-thirds engaged in agriculture. Only 5 to 10 percent of the 
population is estimated to be literate. 

It is to become a new country on January 1, launched by the 
United Nations, and it is anticipated that it will require economic 
support, both by the United States and the United Kingdom and also 
very probably from France. 

Its budget figures for 1949, under occupation of the United King- 
dom military authority, indicate expenditures of $31 million and re- 
ceipts of $26 million, dollar equivalent. The deficit was met by a 
grant in aid by Britain amounting to $5,000,000. None of its budget 
is devoted to military purpose, and about 25 percent of the total is 
devoted to economic development. 

The problem again, as throughout the rest of the Arab world, is a 
problem of fresh water. It could conceivably export substantial sup- 
plies of animal products, meat, and wool. 
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The United States’ share of the trade at the present time is about 
10 percent of Libya’s exports and only a negligible fraction of Libya’s 
imports. The future of Libya as a viable state is obviously an un- 
certain matter. The problem is development of agriculture and im- 
provement in educational methods. 


PROGRAM SUMMARY 


F Dr. Bennert. The program calls for an expenditure of $1 million, 
of which $564,000 is programed for agriculture, forestry, and fisheries. 
Eighty-three thousand dollars is for education and $258,000 for 
health. One hundred and two thousand dollars is for industry and 
labor and $32,000 is for transportation and communication, and $51,- 
000 for government administration and services. 


AGRICULTURAL PROGRAM 


Agriculture, again, is receiving top priority. The country is 
tragically poor, yet 1,800 years ago large areas were under irrigation 
and it is our opinion that they can be put under irrigation again. 

The land with water would be very productive and it could be made 
to maintain its own economy. It becomes under the mandate of the 


‘United Nations a free and independent republic on January 1, 1952. 


That is the reason the services for government are so desperately 
needed. 

In agriculture the whole matter of reclamation and irrigation and 
demonstration is paramount. It is a difficult situation but not an 
impossible one, and it is our considered judgment that Libya can be 
restored to a self-sufficient status with proper guidance in reclamation, 
irrigation and modern agricultural methods. 


GOVERNMENT SERVICES PROGRAM 


Mr. Wiceteswortu. Tell us about the government administration 
and services, $61,000. 

Dr. Bennett. The plan is for this purpose: Libya is almost 
completely lacking in experts in organization and operation of a 
modern government. It is proposed to provide four United States 
experts to meet the need for technical services not furnished by the 
United Nations, or other services of such nature. Provision is also 
made for six trainees to come to the United States. Estimated duration 
of the programs is 2 years, and its cost should be $51,548. It is a new 
government, and the British are there now, but are withdrawing. It 
will be on its own resources January 1, 1952. 


LIBERIA 
Mr. Gary. We will now take up Liberia. 
GENERAL STATEMENT 


Mr. Garpiner. The last of the countries in title II is Liberia. It 
is a country in which we have a very natural special interest. It was 
founded during the presidency of Monroe in 1820 as an attempt to 
solve a difficult domestic American problem at that time. 

It has an area of 38,000 square miles. It is about as large as Maine 
and Connecticut. It contains the port of Monrovia, named after 
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President Monroe, on which some $20 million of lend-lease funds: 
were spent during the war to make it a first-class seaport which we. 
might have available in case of dire need. It also was significant in 
the last war as a route for aircraft across the South Atlantic to the 
Mediterranean area during the Mediterranean campaign. 

Its population is about 1,000,000 people, of whom 95 percent are 
natives and the remaining 50,000 mainly colored people who have 
gone to Liberia from the United States. 

Its government is a republic modeled on the United States, and it is 
oriented to the United States in its thinking. 

It is our showcase in Africa to compare with the work done among 
the native peoples by the European countries. 

Its latest budget shows expenditures of $4,500,000 and receipts of 
$5,000,000, leaving a surplus of $500,000. A little of this money finds. 
its way directly to military purposes, approximately 5 percent. 
‘Thirty-seven percent is devoted to economic development. 

It has no internal debt. 

It is an important producer of rubber, and that is due to the enter- 
prise that was begun 20 years ago by the Firestone Tire & Rubber Co. 

A successful rubber plantation is in operation, and substantial 
quantities of rubber flow to the United States from that source. 

It has also become an important potential source of iron ore. A 
railroad has been built to a deposit of very high-grade iron ore, and 
that ore is now moving to Baltimore under the auspices of the Republic 
Steel Co. to augment our supplies of a direly needed commodity. 

Mr. Gary. What is the population? 

Mr. Garpiner. One million. 

The country also has surpluses of tree crops, notably cocoa and 
palm kernels. 

The area under cultivation is approximately 3,000,000 acres, and 
it is estimated that could be increased to 12,000,000 acres. 

There is little industrial potential. Its foreign trade in 1950 showed 
exports of $6,000,000, of which $13,000,000 is accounted for by rubber 
and imports of $10,000,000, 50 percent of which were food and textiles. 

We have received 85 percent of Liberia’s exports and supplied 75 
percent of her imports. 

Liberia has a line of credit with the Export-Import Bank, and at 
present has availed herself of $3,800,000 of those funds. Her balance 
of payments is favorable, and Liberia is a candidate for further Bank 
assistance. Her requirements are the development of her basic 
resources and improvement in the living standards of her native 
population. 

The program is designed to help Liberia to carry on the work of 
-this nature in cooperation with the Export-Import Bank, and in 
cooperation with private sources of funds, and it is a program which 
has been rooted in performance. We have had a mission helping the 
Liberians along these lines since the latter years of World War II, 
and I think when Dr. Bennett discusses the program he will be able 
to point to the substantial achievements, one of which was the dis- 
covery of the deposit of iron ore. 


FINANCING THROUGH INTERNATIONAL BANKS 


Mr. WieGieswortn. I notice that for country after country in this 
area of the world you refer to existing lines of credit with the Export- 
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Import Bank, and, in.one or two cases, loans from the World Bank. 
Why is it that these countries can obtain financing from those sources 
when it seems to be practically impossible for the European countries 
to obtain that financing? 

Mr. Garpiner. I can hardly speak for the bank, sir, but I would 
hazard a guess that Liberia, from the point of view of a Government 
banker, is a relatively secure country, considerably removed from the 
immediate menace of Russia, and it has prospects for substantial 
development to pay off a loan. The Firestone people have had a good 
pay-back on rubber. Obviously, the steel people expect a good pay- 
back on the iron ore. 

The stage is set for a development of that nature. Private money 
will hardly dare risk itself in countries closer to the iron curtain unless 
the rewards are very great indeed. 

Mr. WiaGLeswortu. Yes, but we were told by Mr. Bissell in coun- 
try after country that no financing, either through the World Bank or 
the Export-Import Bank, was in contemplation. It seems to me you 
have mentioned half a dozen instances where it is believed to be avail- 
able to countries in this general area we have been talking about. 

Mr. Garprner. That is undoubtedly true, sir. We could run over 
the countries. Liberia is definitely one. Egypt is definitely another. 
Saudi Arabia is a third. Iraq is fourth. Syria is a possibility as a 
fifth. There we hope that their program would work in harmony with 
ours and would help the country to make the best use of its bank 
resources. 

Mr. WiacLeswortn. I understand that, but I think that the same 
should follow in various European countries which would offhand 
seem to be better risks than those we have been talking about. 

Mr. Garpiner. I am afraid, sir, I am not qualified to speak for the 
European countries. I certainly would not like to take issue with 
Mr. Bissell. 

Mr. Lorrvs. I could offer one observation on Mr. Wigglesworth’s 
question. Again, we are not competent to speak for the bank, but 
you will recall that the bank was chartered as a reconstruction and 
development agency, and pursuant to that it did lend somewhere in 
the neighborhood of $600 million for general reconstruction loans in 
France, the Netherlands, and Luxemburg immediately after its organ- 
ization. Then it came to recognize, apparently, that being an inter- 
national organization it had to balance its activities throughout the 
world. Its emphasis subsequently has been on the development 
aspect of its charter. 

Since the bank has not had over $3 billion of free assets, and indeed 
having loaned about $1.1 billion, it now has nothing really but the 
proceeds of what may be flotations in the money market. 

Mr. Gary. Which bank are you talking about? 

Mr. Lorrus. This is the International Bank. It has a nominal 
capital of about $8 billion, but only 20 percent needed to be subscribed 
and paid in, and not all that was free money. 

Mr. Gary. The Export-Import Bank has $2% billion. 

Mr. Lorrus. That is correct; yes, sir. My observation runs only 
to the International Bank. 

Mr. Garprner. Mr. Chairman, I have a record here of the Inter- 
national Bank loans granted and disbursed since the initiation of the 
bank’s operations. It shows that they have loaned or made available 
$1,095,000,000. 
89249—51—pt. 3——2 
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The only country in this particular area.which is indicated as 
receiving of line of credit is Iraq, $12.8 million. There is $250 mil- 
lion to France. There is $100 million to Australia, There is $16 
million to Belgium. The Netherlands, $191 million. Turkey, a total 
of $25 million. South Africa, $50 million. The other substantial 
loans have been made to South America. 

Mr. Gary. That is the International Bank? 

Mr. Ganpiner. That is the International Bank. 

We have filed with the Committee on Foreign Affairs a statement 
of the operations of both banks in this area. The actual amount of 
bank money that has gone into our area is a very disappointing figure 
in terms of the potentialities of the area, the number of people involved, 
and the grave international issues involved, which the Assistant Secre- 
tary discussed with you yesterday. 


BANK LOANS, EXIMBANK AND WORLD BANK 


Mr. Wicciesworrn. Would you let us have for the record a table 
showing the financing that has been done or that isin contemplation 
in fiscal 1952 by the Eximbank or the World Bank for the countries 
under consideration now? 

Mr. Garpiner. Yes, sir. We can make that readily available, sir. 
We will do that. 

Dr. Bennerr. You would like the Eximbank and the World Bank 
likewise? 

Mr. WicGieswortnu. Yes, for these particular countries. 

(The information is as follows:) 


Banks loans (July 1, 1945-Dec. 81, 1950), Near East and independent countries of 
northern Africa 


{Millions of United States dollars) 











. , Principal 
Net loaned! | Disbursed Pr» «Red outstanding 
on loans * 
Iran | | | 
Eximbank... 25.0 0 25.0 0 
IBRD... ; 0 0 | 0 0 
rag | 
Eximbank iain ; 0 | 0 } 0 0 
IBRD 12.6 | 0 | 12.8 0 
Israel i | 
Eximbank 135 56.7 | 79.3 | 55.7 
IBRD ae Se 0 | 0 
Saudi Arabia | 
Eximbank } 2 12.3 16.7 | 9.3 
IBRD 0 0 Oo | 0 
Reypt ‘. | 
‘xinsbank } 7. 25 7.2 6 7. 2 
IBRD | 0 0 0 0 
Ethiopia: | 
Eximbank | 5] 2.6 5 2.5 
IBRD 7 | 0 7 0 
Liberia: 
Eximbank 4 3.8 2 3.8 
IBRD 0 0 0 0 
Total Near East and independent countries of 
northern Africa: | | 
Eximbank 203. 25 81. 55 | 121.7 | 78. 55 
IBRD 19.8 | 0 | 19.8 | i) 


a —_ 


1 Net borrowed represents the amount of total credits authorized less the total amounts of the credit which 
were either canceled or were not used before the expiration date of availability. 

*1n reality, a8 soon as a loan becomes effective LBRD considers the total amount of the loan as ‘ Loans 
Outstanding Held by the Bank" regardless of the undisbursed balance of the loan. However, the figure 
used here is the total amount of the loan disbursed less any repayments on principal. 
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Mr. Gary. Dr. Bennett? 


PROGRAM SUMMARY 


Dr. Bennett. In Liberia the program again is for $1,100,000 over- 
all. There is $285,000 for agriculture, forestry and fisheries ; $152,000 
for education; $432,000 for health; $36,000 for transportation and 
communications; $19,000 for water resources; and $176,000 for 
Government administration and services. 

Mr. Wiacieswortu. Tell us about that last figure. 


GOVERNMENT ADMINISTRATION AND TECHNICAL SERVICE 
PROGRAM 


Dr. Bennerr. This is Government Administration and Technical 
Service, $176,050. It is broken down in these categories. 

The first is under the phase of ‘Public buildings.” The building 
and housing phase of the 5-year economic development program re- 
quires an experienced coordinator. The project would furnish a head 
architect who would direct the Division of Public Buildings, which is 
responsible for government houses, school buildings, hospital build- 
ings and other publie structures. The duration of that program 
would be 2 years. 

Second is ‘Municipal planning.”” The Liberians are particularly 
intent upon modernizing and improving their capital and principal 
city of Monrovia, which is the seat of government and principal com- 
mercial city. A loan has been obtained from the Export-Import 
Bank for the installation of a public water works and sewerage system. 
This project would furnish an engineer to serve as director to the 
Division of Municipal Works in the Department of Public Works 
and Utilities. The duration of that program is 2 years. 

Third is “Public administration’. Technical assistance is required 
in the following proposed divisions of the Department of Public 
Works and Utilities of the Government of Liberia: Administrative 
contracts, oinp Sa water control and conservation, maps and 
surveys, public buildings, municipal works, an office of specifications 
and contracts. 

The anticipated improvement in the public services of the Govern- 
ment will be necessary if the-economic development program is to be 
successful. “The estimated duration of this program is 3 years. 

Fourth is “Maps and surveys.” Map service in the Department 
of Public Works and Utilities will be formed. The lack of adequate 
maps of Liberia has greatly hampered its development. There are 
also no accurate surveys of either the rural or municipal land, and 
upon such surveys rests the success of highways and other projects 
of an engineering nature. A Division of Maps and Surveys in the 
Department of Public Works and Utilities will have the following 
vetive sections —well, there are 5 men in charge. 

This project will provide technical instruction needed to establish 
adequate service. The duration of the project will be 2 years. 

Meteorology. As a prerequisite to plans for the most effective 
utilization of Liberia’s vast water power potential for both power and 
agricultural development, the supply of water that can be made avail- 
able must be determined in advance. Information regarding the 
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amount and distribution of rainfall is also essential to planned agri- 
cultural development. A meteorology section is to be organized in 
the Division of Water Control, Department of Public Works and 
Utilities, to study and record rainfall, temperatures, atmospheric 
pressures, wind and other weather factors. The project will furnish 
technical assistance and a small amount of equipment for this purpose. 
The duration is 2 years. 

Finally, there is “‘Statistics.’’ There has been no census of Liberia, 
nor are adequate figures on such basic matters as foreign trade and 
fiscal matters maintained. Since these measurements are necessary 
to an orderly economic development, this project will provide for a 
statistician especially trained in census work to establish a Liberian 
Statistical Bureau and to lay the ground-work for the conduct of such 
census. 

STRATEGIC IMPORTANCE 


Mr. Gary. What is the strategical importance of Liberia? 

Dr. Bennett. Liberia is located on the West Coast of Africa. We 
had a large airport there during the war. It has a good port on the 
coast. There are practically no other usable ports on the West 
Coast of Africa. 

In addition to that, it is by demonstration well adapted for the 
production of rubber, which is in short supply. The first rubber 
plantation of 80,000 acres has been most successful. The tree economy 
of the country, the tree agriculture, is proving of great value to us, 
and the mineral resources of the country are practically untouched 
and unexplored and fit directly into our economy, including vast 
supplies of high grade iron ore which are just now beginning to move 
to this country. 

In addition to that, it is a free, independent republic in a country 
where there are only four free areas. The rest is in colonial status. 
Its value in many ways is tremendous, as we view it. 


DEVELOPMENTAL PROGRAMS 


Mr. Gary. You do not have any amount allotted for development 
of mineral resources, in this program. 

Dr. Bennett. Well, the mineral resources have not been explored. 

Mr. Gary. Does the $564,000 for the development of agriculture, 
forestry, and fisheries relate to rubber? 

Dr. Bennetr. We have these categories: general agricultural 
services, which covers our whole program. You see, we have a 
mission there which has worked out a 5-year developmental program. 
What we are doing is to supplement that program or to implement it, 
straight through. 

First is the general agricultural services, which would furnish an 
adviser to the Secretary of Agriculture and Commerce of Liberia. 
Second is “Soil and forest conservation.’’ Liberia has vast forest 
resources. Third is “Crop land.’’ The food supply needs increasing 
and technicians supplied under this program will not only analyze the 
soil but improve existing crops and try to introduce new ones which 
will supplement the diet of the people. 

Mr: Gary. Why is it that we jump from this strategic area all the 
way across Africa, and only take one little strip on the extensive West 
Coast of Africa? 
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Dr. Bennetr. The reason is that the rest of it is colonial. It is 
dominated by the European powers, the metropolitan powers of 
Europe. 

For example, you'run immediately into the Belgian Congo, British 
West Africa, Angola of the Portuguese. You come right along. It is 
just a patchwork of that. There is French West Africa. You run 
into your metropolitan areas of Europe, which are keeping the coun- 
tries as colonies. That is the whole story. 

These are the four free countries: Libya, Egypt, Ethiopia, and then 
you skip all the way across to Liberia before you find a free country. 

Mr. Gary. They are the only free countries of Africa? 

Dr. Bennett. That is right. The Union of South Africa is a 
commonwealth country. 

I want to repeat a statement I made yesterday. I have been over 
the area, and it is not my judgment only, but it is the judgment of 
technical experts who have checked it. The greatest underdeveloped 
area in the world is equatorial Africa and equatorial South America. 
They are capable of maintaining great populations. 


“= 


MILITARY AND ECONOMIC POTENTIAL 


Mr. Gary. I can understand that, and I can see this program for 
everything except Liberia. I just do not see why Liberia is figured in. 
It does not seem to have any particular war potential. It is off on the 
West Coast and is surrounded by free nations. What effect does it 
have on our rubber situation? 

Mr. Garpiner. There is substantial production, sir. I think it is 
as much as 30,000 tons a year. 

I think it is only fair to say, if I may have a minute, that the Mutual 
Security Program does touch these other African areas through the 
ECA operation, through the metropolitan powers. We do look for 
strategic material in the colonial areas. It is an arrangement which 
is indirect, to be sure, and through the metropolitan areas, for the 
development of those countries. 

I am not competent to mention the precise amount of ECA assist- 
ance, but I recall that it has been of the order of $55 million. 

Mr. Gary. You have a strategic-materials program. That is very 
definite. 

Mr. Garpriner. That is the reason, sir. Liberia is very much in a 
sense our country. While it is high and dry on the map, it would be 
still higher and drier if all its neighbors were assisted directly or 
indirectly and it were left completely out in the cold, because of a 
geographical accident. 

Dr. Bennert. The great airport at Monrovia is on the regular 
routes of all the main airlines. 

Mr. Gary. Do we have any stake in it, militarily? 

Dr. Bennett. Yes, sir. 

Mr. Gary. Do we have a military base there? 

Dr. Bennett. We built it during the war. 

Mr. Garpiner. We built it during the war, for one thing. We 
could have it, I am sure, tomorrow if we needed it. 

The Navy thought enough of the port of Monrovia to invest $20 
million there during the last war, to have a secure and safe port they 
could count on. 
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Fun Bennett. There are practically no ports on the West Coast of 
ica. 

Mr. Lorrus. Mr. Chairman, on the rubber score, when the Far 
East was cut off during the last war, our only sources of supply of 
rubber were Ceylon and Liberia and such, more or less unnatural 
sources as we could scare up, through the guayule rubber in Mexico 
and the cryptostegia plants in Haiti. In peacetime it represents a 
very small portion of world production, but in wartime it has a con- 
siderable importance. 

Mr. Garpiner. Mr. Chairman, we have transit rights in the 
Liberian Airport. 

— Gary. What about the Navy? Do they still have rights 
there? 

Mr. Garpiner. Definitely. 

Mr. O’Hara. Yes, sir. Off the record. 

(Discussion off the record.) 


COST DETAIL, GOVERNMENT ADMINISTRATION AND SERVICES 


Mr. WiaGLteswortH. Coming back to that item of $176,000 for 
Government administration and services, how many people does that 
contemplate putting in there? What does that total? 

Dr. Bennerr. Let me check just a moment. It contemplates 12 
Government experts at a cost of $144,000; 5 trainees at a cost of 
$25,000; and $7,000 in materials and equipment; making the total of 
$176,000. 

Mr. Gary. Are there any further questions? 

Mr. WiccLeswortu. No; I do not believe so. 


PALESTINE REFUGEE PROGRAM 


Mr. Gary. Next we will take up the Palestine refugee program the 
request for which is $50 million. 

(Discussion off the record.) 

Mr. Wieeteswortn. This request is for $50 million? 

Mr. Garpiner. $50 million. 

Mr. WigeLeswortn. That compares with what in 1950? 

Mr. Garpiner. $27,450,000 was authorized last year and appro- 
priated by the Congress. 


CONTRIBUTIONS TO PROGRAM 


Mr. Gary. You are asking for $50 million. How much has been 
spent or made available thus far for the Arab refugee program? 

Mr. Garpiner. Mr. Chairman, the program was initiated in De- 
cember 1948, substantially at the time the conflict in Palestine was 
halted by the armistice arrangements. Since that date there have 
been contributed to the program by the United States and by 35 other 
countries and some private sources $85,347,327. Of that the United 
States contributions have totaled $43,450,000, or 50.91 percent of 
that total. 

Mr. WicGLteswortn. Up to what date? 

Mr. Garpiner. That is up to June 30, 1951. 

With your permission, Mr. Chairman, I would like to insert that 
table indicating the contributions by countries in the record. 
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Mr. Gary. Fine. We shall insert that in the record at this point 
(The document is as follows:) 


Summary statement of total contributions, governmental and private, to the United 
Nations Relief and Works Agency for Palestine Refugees in the Near East and 
its predecessor agency, United Nations Relief for Palestine Refugees, Dec. 1, 1948, 
to June 30, 1951 























Contributors | Contributions | Percent 

Members of the United Nations: } | 
Se oo cena DE eneuinbinesicshoauinadinds Ea kn Rie: Oe $5, 600 0. 01 
Da stad cdedanlcdnw ce abdss soddckdakoledunpubadecegactins| 50, 000 - 06 
SRE BS I TN Rr air ey rea DR ene wo MOP eee aE | 575, 806 . 67 
a SS ee oe EEE a a a SEE Reider ee, 447, 180 - 52 
hs SARC ae PURSE tea re be SE ROS ae Ole aS | 5, 000 01 
Tn a al ial on ate eeniapaiornere 3 2, 440, 616 2. 86 
DTS 0A, Sabb soe Jobe. 5h Sokdd no ce be acdabaneatessouendiesssd 144, 980 -17 
Dominican Republic sella PRE Tas A TS ee ee 15, 000 . 02 
OSS Riedie) at ced SR SENG i EB ait Se Sa 5, 218, 352 6.12 
EES Fs LOS Ren SSE ye ga ARON Dee eee ee Fee ee 4 25, 500 . 03 
(NEES ihe adele di ah PS eS Rates Bale Sta ESR MAR Tg OR 4, 724, 380 5. 54 
Gegeee........-.. hea leah ieee Bie ianinsiedleuiws oiceasate ieee enc 38, 221 . 04 
| SEER RRA SH RSD; ©) CARS EARNS DS PR AG BESS Ras .| 69, 666 208 
Indonesia aa PMO SE Sin ed HER Nae AS AD Ean, 93, 376 : ay) 
pe EPS eee BE SS ER Rr ye eae ter Be ee ee Pe Ce : | 1, 872, 598 2.19 
Israel SES ie Cy ee .. BORE OM 2 Te AE. se dn al 833, 269 . 98 
NSE CEERI D Eo RS SOE EE EES RT Os ee ie 8 1, 992, 915 2. 34 
I SS EA Ry RE SRS rae 5, CC Oy 7, 209 . 01 
A LITE AEE AS AD ANT ec ag deta  a a 320, 732 . 38 
, Os Bal Siok = SE a eae 120, 475 .14 
|S SEA eee Seine ae Sn, RE ORES, TS 313, 380 . 36 
I Sahai sald Alda lah. «snidesbachndddacbentecsaonsed | 180, 006 21 
Soe iD Baa aes ee ee een, ona ila) | 104, 457 12 
SEES Se ena a LY SAE ee ee Ret eSEN SAA aw 2, 905, 271 3. 40 
OO EISELE Sa Te ee PE Te te ee eee 206, 333 . 24 
MI IIIT a a, a gw ae i ca | 39, 687 -05 
United Kingdom fet UE. Rx pac NEM oe a) i jak Oa ten eee ee eg, 10, 635, 484 12. 46 
United Kingdom loan to Jordan for economic development. _______--| 2, 800, 000 | 3. 28 
NUNN ES SRRSOU Ege For Seam As cathe ieee Ai a es NR Bee os ‘hs | 115.74 
BR Six DET IEEE ae OTe se hs oa eC sol 43, 450, 000 50. 91 
Venezuela... ._....- ; EES ERS SHEL, a bel 14, 925 | 02 
ee SS Be ee ea) Rat se ot, Cie eee SNE SEIN 9, 863 | -01 
Yugoslavia - aes SEER BESS AS a oe ee ee 35, 200 | 04 

Other governments: } } 
NS eS aree ghd sR betas ek betas abet eek dds sia 35, 812 | . 04 
En Sane Tee Sie OR ey Vinee BS | 96, 774 | ll 
Hashemite Kingdom of the Jordan_....._._.__._______._____.. Sa 1, 722, 271 | 2. 02 
hath cht wh 6S inkt Ma ckn cba fs <tphbes k.4 eb alcladee AAA DRE, Sb otblile we 27, 764 | - 03 
Switzerland. _..____. Sittin ais BN See est Saka aR ee 68, 364 | 08 
Total_. So I Ai Mes wo aed NE wh Pe APR NAR ME ree Dee OS CRS Ch eer. 
may eee ie ey ete eS ee 3, 700, 741 | 4.34 
REE RG ARE SE PERE A AC NS Sore «ke 85, 347, 327 100. 00 
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1 The United Kingdom loan to the Hashemite Kingdom of the Jordan has come to be considered as part 
of the United Kingdom contribution to the total program. 


Mr. Wiae.teswortH. That 50.9 percent is the United States Gov- 
ernment contribution? 


FUNDS AVAILABLE SINCE JULY 1, 1951 


Mr. Garpiner. Yes, sir. The agency, as of the end of June, had 
substantially exhausted all the funds available to it and it has main- 
tained its operation since July 1 with contributions which have been 
provided in the continuing resolutions of the House and Senate Ap- 
propriations Committees and with other contributions received, pri- 
marily from the United Kingdom, on a maintenance basis. 


_ Now, the arithmetic there is that they are feeding 880,000 people, 
sir, 
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Mr. WiGcGLeswortH. Are you going to give us those amounts? 

Mr. Garprner The amounts, sir, provided in the continuing reso- 
lutions, have been $2 million in August, $2 million in September, and 
I believe that a further $2 million is contemplated for October I am 
uncertain as to the status of that. 

Mr. WiGcGLeswortH. What about July? 

Mr. Garpiner. In July it was not included. 

Mr. Gary. They had a balance left over in July. 

Mr. Garpiner. Nothing was included in July. 

Mr. Gary. They had a balance left over from the funds on hand. 
Therefore, they were not put in the continuing resolution. However, 
when that balance was expended it became an emergency matter and 
it was included in the second extension. 

Mr. Garptiner. So in a sense, sir, we have received or soon will 
receive $6 million of the $50 million which we are now discussing. 

Mr. Wicctesworts. In other words, the $50 million you are 
requesting includes the $6 million? 

Mr. GARDINER. Yes, sir. 

Mr. Gary. The $50 million is for the fiscal year 1952. The Congress 
has already authorized the expenditure of $6 million for this fiscal 
year, so that would leave $44 million to be expended during the re- 
mainder of the year. 

Mr. Wiceieswortu. How much have the other sources provided 
in those months? 

Mr. Garprner. In those months, sir, the largest contribution we 
have has come from the United Kingdom. I believe that it totals 
to date $2,800,000. 

Mr. WiaGLeswortu. For the 4 months? 

Mr. Garprner. For the 4 months; yes. The figures that we had 
prepared were intended to be inclusive. 

Mr. Gary. For the 3 months, it would be. 

Mr. Garpiner. That is correct, sir. For the 3 months. 

Mr. WicG.Lesworts. July, August, September, and October. 

Mr. Gary. We have just made ours available for October, so they 
have not had an opportunity to use it yet. 

Off the record. 

(Discussion off the record.) 

Mr. Garpiner. The cost of feeding these people and providing 
them with a minimum of shelter—which for one-third of the refugee 
population is tents, for many of the refugee population is caves, and 
for some of them is barracks and abandoned houses—as an over-all 
cost is approximately $2 per month per person. 


PERSONAL ASSETS OF REFUGEES 


Mr. Gary. Are all of the 880,000 refugees destitute, or do some of 
them have assets with which to resettle themselves? 

Mr. Garpriner. Most of them in the course of the last 3 years have 
dissipated their assets through natural attrition. They have tried to 
do better for themselves. Some of them have been able to settle down. 

Our peak refugee role was 1,019,000 people, at the time that Mr. 
Clapp arrived in the Middle East, 2 years ago. That has been reduced 
to a figure of approximately 880,000 people, not all of whom are on 
full rations. The full ration list is approximately 860,000 people. 
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The people have another asset. They have claims for their aban- 
doned lands against the Government of Israel. Those claims are being 
evaluated by a United Nations mission. I do not know what the 
answer is. The highest figure I have heard, which I cannot credit, is 
a figure of $3 billion. I think that the value of those claims for land 
in Palestine would probably be less than half a billion dollars, but it 
is a very wahetantinl figure. 

Those assets, as is true of the bank accounts of those who had bank 
accounts in Israel, are unavailable to them. Without our assistance 
they would be a complete dead weight on the Middle East. 

Now this, gentlemen, is as if the population of the District of 
Columbia had been dispossessed, deprived of any possible means of 
making their living, and had fled across the Potomac River to Virginia 
and West Virginia, and the Virginians and West Virginians were 
invited to provide them with farms and homes and means of making 
a living. That is the problem, in comparable terms. 


NATURE AND CONDITION OF REFUGEES 


Mr. WiaG.teswortnu. These are all people who left Israel? 

Mr. Garptner. And who left Palestine. They left for a variety 
of reasons, sir. 

Mr. Wiaeieswortu. They are all Arabs? 

Mr. Garpiner. They are all Arabs. Ten percent are Christians. 
They are all Arabs. Some of them are descendants of the crusaders. 

They are by. no means all nomads. There are educated people; 
there are graduates of our universities at Beirut. There are carpen- 
ters. There are people who were making a good living. They were 
badly led by their leaders. They were told to flee. They fled be- 
cause they feared the consequences of not fleeing. They fled also 
because of the massacres—massacres admitted, though regretted, by 
the Jewish leaders. 

It is a heart-rending problem and it is the core of our difficulties 
with these small states in the Near East. 

These people want to go back to Israel. I think it is clear that 
there is little room for them in Israel; but, to persuade a man that it 
is his duty, or his privilege to go live elsewhere, after he and his fore- 
bears have lived for perhaps 2,000 years in Palestine, is a very difficult 
task for the United Nations authorities. 

I think that we can say that the United Nations have done a very 
clean and respectable job. I know that a member of your committee, 
Mr. Chairman, Representative Gore, inspected the camps the other 
day and he and his colleagues from Congress I am sure were distressed 
at what they saw. 

But I am told by people who have seen many of these conditions 
throughout Europe and India that a respectable job is being done 
by the United Nations under the circumstances. It is a job, a feeding 
job, on which we can put unit costs. It is $2 a month per person, 
and if you multiply that by about 850,000 people, you are going to 
get a figure of about $2 million a month; particularly, if you have to 
~_ = occasionally and buy new tentage, medical supplies, and 
so forth. 

I can assure you that a most brilliant job is being done by the World 
Health Organization under the leadership of a Negro doctor from 
New York, Dr. Peterson. 
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NUMBERS OF REFUGEES RECEIVING RATIONS 


Mr. Wiccieswortu. Is the figure 800,000 or 850,000? 

Mr. GARDINER. 850,000 rations at the moment. 

Mr. Wicciesworrts. Is that the maximum figure to date? 

Mr. Garpiner. Mr. Wigglesworth, I would be delighted to read 
into the record what the figures are. The figure for March 1949 was 
1,028,682. The figure in September 1949 was 1,019,000. The figure 
in April 1950 was 951,000. The figure in February 1951 was 866,000 
and back in my memory the figure today is 850,000. 

Mr. Gary. You said something about 880,000 a few minutes ago. 

Mr. Garprner. 880,000, of which full rations were provided for 
850,000, some of them being on a partial basis. They are in the 
process of being absorbed. 

Now, what has happened in a particular area is this: Let us take a 
town, the town where Samson pulled down the temple, Gaza. The 
Gaza strip is about 5 miles wide and 20 miles long and it used to sup- 
port in the days of the mandate 70,000 people. The population of 
Gaza today is 270,000 people, of whom 200,000 are recognized as 
refugees and provided for by the United Nations. 

As you might expect in an area of that kind, those 200,000, like 
locusts, have eaten the livelihood of the remaining 70,000. They 
have eaten those people out of house and home, completely disrupted 
the economy of that area. 

Take the city of Jerusalem. You may be an Arab in the Arab city 
of Jerusalem today and you may have been able to make your living 
in the past through trade or practices connected with the peaceful 
development of Jerusalem, but you have no such job today. You are 
bereft. There is no tourist trade, 


LOCATION OF REFUGEES 


Mr. WiccLeswortn. Where are these people—all in one place? 

Mr. Garprner. 200,000 are in Gaza, which is under Egyptian con- 
trol. There are 120,000 in Lebanon. There are 80,000 in Syria. 
There are 450,000 in Jordan. 

My precise figures as of March 31 should read 462,000 for Jordan. 
There are 20,000 in Israel itself. There are 4,000 in Iraq, for whom 
the Iraqi authorities themselves are providing and for whom the 
United Nations is making no special provision beyond an occasional 
inspection. 

If I may return to the unit cost of this operation, it is 7 cents a day 
per person. 

Mr. Chairman, I think we can come to you, are coming to you, with 
very clean hands and say that a very good and honest job has been 
done. Turning to the World Health Organization, who are assisting 
in the program, we can pay great triubte to Dr. Peterson who has 
prevented any serious epidemics among these refugees—a staggering 
task. 


PROGRESS ON PROGRAM 


What we hope to do with the $50 million, in concert with the other 
nations and other interests who are helping us support this program, 
is now to take advantage of an attitude which is developing among the 
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Arab states, and really provide new homes and new jobs for as many 
of these people as choose to take advantage of those opportunities. 

The Egyptian Government has cooperated on the political front. 
At the present time the United Nations has experts working in the 
northern part of the Sinai Peninsula against plans drawn by the 
Egyptian Government which hopefully can settle as many as 50,000 
people. If that program at El Arish can be undertaken, we have for 
the first time broken the ice and an important Arab nation, aside from 
Jordan, has moved toward the principle of finding new homes and new 
jobs for these people. 

It is estimated that the job of resettling those 50,000 people is going 
cost $15 million. The Egyptians are providing services and land free, 
but they are not willing to undertake a program of that magnitude 
unless they know that somebody will see it to a conclusion. 

Mr. Wiacieswortn. $15 million will resettle how many people? 

Mr. Garpiner. Fifty thousand people at this particular location, 
where you have the problem of using underground water resources, 
and you will have to be tn the business of digging wells at a consider- 
able cost per well. 

Over all, the Agency hopes that they can work out with the Arab 

overnments concerned, primarily the governments of Egypt, Jordan, 
Syria, and Iraq a 3-year plan which will settle substantially all of the 
850,000 people. They estimate that it will cost between $1,000 and 
$1,500 per family over all to establish these refugees in new homes and 
jobs in the Arab countries, at a level comparable to the lower levels of 
the indigenous population. : 

Mr. WiaGLeswortH. $15 million for 50,000 people would come to 
how many per capita? 

Mr. GarpinEr. It is about $300 per capita, $1,500 per family. I 
think this is the hardest, meanest job that has to be done and what we 
do feel is that we need some assurance, some confidence from you 
gentlemen and the Congress, that you do mean to see it through. If 
not, we had better drop it and if we do drop it, we had better drop the 
whole Middle East. 

We are going 40 come back to you next year. I hope that we do not 
wear out our weleome. 


ULTIMATE DURATION AND COST OF PROGRAM 


Mr. Gary. How much do you estimate this whole program is going 
to cost and how long will it last? 

Mr. Garviner. The Agency estimates that it will need $150 million 
for direct reintegration over the duration of the program, which is 
estimated to last from 3 to 5 years. To that you must add, please, 
the sums required for this direct relief operation which hopefully would 
continue at a diminishing scale. As you settle people, you are going 
to take them off the rolls and the over-all 3-year program which is now 
under consideration by the United Nations authorities in Beirut I 
fancy might cost $225 million. I devoutly hope that it will not cost 
the United States $225 million and I do not think it will do so, because 
I think we will get substantial support from other countries, as has 
been indicated by the record to date. 

Mr. WicGteswortu. What is this $150 million? 
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Mr. Garpiner. That is what they estimate for the,direct reintegra- 
tion; new homes and new jobs for a very substantial segment of the 
present refugee population. That means roads; it may mean housing; 
it may mean water and irrigation ditches. It means the minimum 
services at the low levels—the levels of the lowest economic strata of 
the indigenous population. 

Mr. WicGieswortu. Is that an over-all figure for that job or is 
that a United States figure? 

Mr. Garpiner. That is an over-all United Nations figure, sir. 





SETTLEMENT OF LAND CLAIMS AGAINST ISRAEL 


Mr. Gary. Suppose you obtain a settlement with Israel; would 
that relieve the situation? 

Mr. Garpiner. The settlement with Israel which provided for the 
return of any substantial number of Arab refugees would go far to 
settlement the problem. Indeed, sir, the Arabs will say, ‘‘We will 
settle this problem for you tomorrow; you just restore the partition 
line of the agreement, of the United Nations proposed agreement of 
1947 and you will have no more refugee problem.”’ But Israel has 
expanded beyond those partition lines, and Israel, for reasons which 
are on the record, is unwilling to receive any substantial number of the 
Arab refugees, not wishing to harbor in the midst of a new state such 
a large minority group. 

Mr. Gary. I was speaking of the settlement, which was mentioned, 
the property settlement, which you said was variously estimated, but 
might go as high as half a billion dollars. 

Mr. Garpiner. It might reach as high as that. There is a very 
real problem there, I am afraid, that is connected with the ability of 
Israel to meet that bill. 


RESETTLEMENT OF PORTION OF REFUGEES 


Mr. WicGcLteswortu. What has become of the 200,000 refugees in 
this general category who were in the picture in March 1949? 

Mr. Garpiner. They have left the camps, have left the ration 
lines and have been reintegrated into the economy of the area, many 
in the Kingdom of Jordan. They got off relief and are hopefully at 
work again. 

Mr. WiacLeswortu. They are taking care of themselves? 

Mr. Garpiner. They are taking care of themselves. 

Mr. WiaGLesworru. And more and more of those are following 
that example as time goes on? 

Mr. Garpiner. That is right. But what I am afraid of is this. 
One of the tragedies of this thing is that the most able people are 
able to peel off and take care of themselves—the leaders in the group. 
That is, a school teacher can get a job in Syria and a doctor can get 
a job anywhere. What are left behind are the people who need that 
leadership and whom we are hard put to find leadership for. I think 
it is one ef the greatest human tragedies of our times and I think 
we can bring a practical and effective program to. bear on this thing. 

The intention is to be able to have substantial sums so that we can 
go ahead with the program such as the El Arish program, so that we 
can go through with a program such as the one proposed in Syria in 
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Jezireh. And we can indicate other Arab States where we do intend 
to go on with this work. 


CONTRIBUTIONS OF PRIVATE CHARITIES 


Mr. Gary. Have there been any contributions from private 
organizations? 

Mr. Garpiner. The contributions from private organizations, as 
indicated on the statement which I[ have just filed with you, amount to 
rather more than $3 million of the $85 million. 

Mr. Gary. Are any substantial amounts available for the future 
from that source? 

Mr. Garpiner. I think it is very difficult to say. It happens that 
there are not substantial numbers of people of Arab extraction in this 
country. There is a small faithful band who do work at it. But I do 
not think we can look for very substantial sums from private charity. 

There is a pontifical mission under the auspices of the Catholic 
Church which has done very effective and fine work there. There is a 
Lutheran mission, the American Protestant Council of Churches is 
interested. ‘The quakers have been interested. But private charity 
is not adequate to deal with a mass of that kind. 

Mr. Gary. Is there not some dispute with Lebanon over the border 
there? 

Mr. Garpiner. The armistice line between Israel and Lebanon is 
rather well-defined. I think the line between Syria and Israel has 

iven cause for more difficulty. There is an armistice line and a gap 
 Brhonae and the question of who should function in the gap between 
has given rise to recent arguments. 

The authorities in the State Department who are concerned with 
the private charitable arrangements can take great credit for a pro- 
gram of private assistance to these people which has reached pro- 
portions that I never thought it would. 

Since last January it has been arranged through private channels 
to ship no less than 1,500,000 pounds of clothes to these people, old 
clothes that are not worth much, perhaps, to the donors, but on the 
basis of new value, you g>t a very considerable figure. The United 
Nations has paid the ocean freight and the private charities have 
provided the clothing, f. 0. b. saip. Those are the only clothes that 
these people have. They have been out of work and out of jobs for 
3 years. 

ABANDOMENT OF WORK-RELIEF PROGRAM 


Mr. Gary. What is the current status of the work-relief program. 

Mr. Garpiner. The current status of that program which was not 
leading to direct resettlement tapered off and has been abandoned 
completely. What we want now is for our expenditures to fall into 
two categories; one, direct relief and, two, work that provides a new 
home and a new job, without anything in between. We feel that we 
cannot afford it. If we are going to do more than pay the bare 
minimum of relief, 7 cents a day, that should be directed to getting a 
person off the relief rolls on a demonstrable date. 

Mr. Gary. Did the program accomplish any substantial relief? 

Mr. Garpiner. I think beyond the hope through activity that it 
gave to the people, we cannot point to any substantial accomplish- 
ments, 
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PROPOSED PROGRAM FOR 1952 


Mr. Gary. Just how are you going to spend this $50 million for 
1952? 

Mr. Garpiner. We would hope that of that our proportion of the 
relief load would range somewhere between $15 and $20 million, nearer 
to $15 million than to $20 million and that the balance could be avail- 
able for contributions to a project such as the E] Arish project, and to 
such a project as we might arrange with Syria in the Jezireh area; 
two projects in Jordan which would be directed toward finding water 
to make land there arable. 

It can find its way into a variety of legitimate projects, anything 
from building a small dam to building a road, building a house, 
peers the bare minimum necessities of life—a mud hut, a village 
well. 

Mr. WieGLeswortH. You have no specific program for the complete 
$50 million. You want $15 million for relief and you think it would 
take another $15 million for the project that Egypt has consented to? 

Mr. Garpiner. Mr. Wiegleeworth, Il am afraid I am going to have 
to ask you to bear with us. We have an increasingly difficult problem. 
We cannot go out and develop specific programs with these countries 
unless we see the funds to carry them through. We will not spend 
the money unless we have a worth-while project which will take people 
off the relief. But if this program is to be limited purely to relief, 
I can see no termination at all, ever. The answer is that we must 
get these programs. If we do not we are left with 1 million people in 
the cockpit of the world, bitter, disillusioned. They do not like you. 
They do not like having given up their homes. But we must do some- 
thing to soften this wound. I am afraid we cannot do it without 
money. 

Mr. WicGLeswortu. They hold us responsible for that? 

Mr. Garpiner. They consider that there is a certain connection 
between the United States and the United Nations and the loss of 
their homes in Palestine. 

Dr. Bennett has seen the area; perhaps he could add a word to my 
testimony. 

Dr. Bennett. I could add very little. I visited the camps. It is 
a tragic situation there. Something ought to be done about it. I 
think it is the problem of the United Nations and not. the United 
States alone. The problem is certainly big enough to call for the 
very best efforts through all the means of the United Nations if it is 
to be solved in our generation. 

Mr. WieG.ieswortn. Is there any commitment in being now on 
behalf of the United Nations or any other nation with reference to 
the fiscal year 1952? 

Mr. Garpiner. Mr. Wigglesworth, there is no commitment that 
has been made by this Government that has not been subject to 
congressional action. There was a negotiating committee at the last 
General Assembly; I believe Senator Sparkman was our senior dele- 
gate on that committee and they reviewed the situation of this pro- 

ram and of the Korean program, attempting to raise a subscription 
ist, the subscription list being the sums of money that the delegates 
are willing to go back and seek from their authorities. 
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COMMITMENTS BY OTHER NATIONS FOR 1952 


Mr. WiaGLeswortH. My question is, Can you give this committee 
and the Congress any definite sum of money that any other nation 
or the United Nations has undertaken to make available in respect 
of the fiscal year 1952? 

Mr. Garpiner. With respect to the fiscal year 1952, the anticipated 
contributions from other nations to date total approximately $19 mil- 
lion including contributions from the Arab States. 

Mr. WiaGLeswortu. Are those commitments? You say they are 
anticipated. 

Mr. Garpiner. It is as much of a commitment as you can get. 
We are in the process of getting similar commitments and we are in 
the process of trying to up some of the present commitments. Many 
of them undoubtedly are subject either to legislative or administrative 
amendment as would be our commitment. 

Mr. WicGcLeswortu. Then you are not in a position to say that 
there is any definite sum as of today committed, either by other 
nations or the United Nations in respect to fiscal year 1952? 

Mr. Garpiner. | feel as definitely as a nation can commit anything, 
that we have commitments of $19 million and more from other 
countries. 

Mr. WiaeLeswortn. Provided their legislatures approve? 

Mr. Garpiner. Provided in some cases that the legislatures act; 

ves. There is still in abeyance the Canadian contribution. Last year 
they contributed $1,500,000 and I anticipate that we will get similar 
action of that nature this year. 

Mr. Wiae.eswortn. But that is a hope and not a definite obli- 
gation. 

Mr. Garpiner. | know of no way to secure a definite obligation; 
I do know that you can depend on us to do our level best to have other 
people pay up and | am rather proud of the record which I have put 
before this committee. 

Mr. WiaGLeswortH. They have not signed any definite contract 
that is binding on the governments, as I gather it from what you say? 

Mr. Garpiner. NO, sir; neither have we. 


IsrAELI ReruGere RELIEF 


Mr. Gary. What about the $50 million for the relief of refugees 
coming into Israel? 

Mr. Garpiner. Mr. Chairman, section 205 of the bill provides for 
& sum not to exceed $50 million, the total authorized under section 
203, to be used under such terms and conditions as the President ma 
prescribe for specific refugee relief and resettlement projects in Israel. 

Mr. WigGLeswortu. Can you give us the comparable figures for 
this year and what has been spent in the past? 

Mr. Garver. For Israel? 

Mr. WicGieswortn. Yes. 

Mr. Garpiner. I think that it would be very difficult to do that. 
If I could approach this from a different angle, if that is satisfactory 
to you, I should like to do it. 

It is estimated by the Israelis that the cost of a single immigrant 
in the terms of the capital needed to furnish him with a home and a 
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job is of the order of $2,500. That has been brought out in previous 
testimony. That is for a single person. 

Incidentally, you will note the comparison between that figure per 
individual and the figure for an Arab family of five people which 
ranges between $1,000 and $1,500. 


SUMMARY OF TOTAL PROGRAM 


The Israeli Government 2 weeks ago put before us a program which 
would have involved the expenditure of the sum of $73,500,000 
which was based on the figure with which you are familiar, for title 
II, of $175 million. 

In calculating the best uses to which they could put the sum of 
$73,500,000, they followed the general thinking of the program pre- 
sented by the administration to the extent of approximately half that 
sum. It would find its way—half this money—into the expansion of 
power facilities, $5,300,000; for irrigation, agriculture, and food 
storage, $18,025,000; for the expansion of manufacturing $6,505,000; 
for the expansion of transportation facilities, $2,250,000; for housing, 
$4 million; and for technical assitance, $420,000. 

The other segment of the program was proposed for foods, $17 
million; for cotton and other fibers, hides and leather, $8 million; and 
for fuel, primarily petroleum, $12 million. 

That is about a 50-50 division of that total sum between what we 
might describe as consumer goods and what we might describe as a 
program of capital investment. 

Now, that submission is now having the attention of the interested 
departments of the Government in terms of availability of materials 
and other elements which we think should be considered in screening 
Ht and evaluating it. 


SOURCES OF FUNDS FOR ISRAELI PROGRAM 


I think it is obvious there will not be sufficient funds available to 
meet that entire request of $73,500,000, and indeed the tables which 
we have put before you, sir, indicate that the Israeli share of the total 
would be more on the order of $64,950,000. 

Mr. Gary. Practically $65,000,000. 

Mr. GarpiNer. It is a complex economy, as I indicated, and this 
is only one of the sources of funds to which the Government of Israel 
ean look for its current expenses and for its program of capital 
development. 

The program must be worked out in harmony with the current 
Export-Import Bank program. 

There are still sums which the Israeli may draw down under the 
current Export-Import Bank loan. It has to be worked out in 
harmony with the Israeli Government’s plan to spend funds available 
to the Government from their private bond sales and from the con- 
tributions of free money that will find its way to Israel through the 
United Jewish Appeal and other sources. 

Undoubtedly Israel is extremely hard pressed and these sums may 
be extremely useful in permitting the state to maintain a stable 
economy, permitting its growth and permitting it to take a proper 
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role in the defensive measures which Mr. McGhee described as being 
in contemplation for the Near East. 
I can assure you this submission will have our careful study and 
attention. 
RATE OF IMMIGRATION 


Mr. Gary. How many refugees are coming into Israel? 

Mr. Garpiner. The goal, sir, was an additional 200,000 by the end 
of 1953. I recollect recent information to the effect that the total 
refugees that arrived in August numbered 7,500, which indicates that 
the pace of immigration has slowed down very considerably. 

Mr. Gary. It had been about 10,000 a month. 

Mr. Garpiner. Over the past 3 years they have averaged as many 
as 17,000 a month. 

Mr. WiceLteswortu. Do you have the total for the three years? 

Mr. Garpiner. From May 1948 to the end of 1950 the population 
has increased by 550,000 Jewish people. 

Mr. Gary. What percentage of them need assistance? 

Mr. Garprner. I think those who come now come without any 
substantial funds available to them, the ones who would get there 
from Rumania, Hungary, or Poland or Iran. It is very unlikely that 
they would have substantial funds with them. 

Mr. WiaeLesworrtu. It is not fair to say that the 550,000 increase 
in population is all made up of destitute refugees, I take it? 

Mr. Garprner. I think it is probably fair to say that a very sub- 
stantial portion of them are, and many have been the victims of Nazi 
persecution and probably lived through the war and even years 
before the war in prison camps. 

Mr. WiecteswortH. What is the total population? 

Mr. Garpiner. Approximately 1,400,000 people, of whom 175,000 
are Arabs. 

PRIVATE CHARITIES ASSISTANCE 


Mr. Gary. What funds are available from private organizations to 
assist in that work? 

Mr. Garpiner. The record shows that private support for Isreael 
since 1947 has approached a figure of $500,000,000. The current 
figures for the appeal for funds I believe indicate as much as $55,000,- 
000 will be collected in the current calendar year, and the current 
figures for bond sales indicate as much as $70,000,000 will be available 
from that source. 

Mr. WicGieswortn. In the calendar year 1951? 

Mr. Garpiner. Yes. 

Mr. Gary. What is the United Nations position regarding the 
assistance to Israel? 

Mr. Garpriner. To be perfectly frank, I doubt if they have a posi- 
tion. I doubt if the question has come up in the United Nations 
itself, 

Mr. Gary. Have any of the other nations contributed to this situa- 
tion at all? 

Mr. Garpiner. I think the only other nation which in a sense has 
contributed has been the United Kingdom, and that has been a con- 
tribution through a rather rapid release of the sterling balances avail- 
able; a rapid settlement of that debt which accrued during the war. 
89249-—51—pt. 3—-3 














552 
LENGTH AND TOTAL COST OF PROGRAM 


Mr. Gary. How long do you think this program will last and what 
will be the total cost of it? 

Mr. Garpiner. The Israeli Government has a 3-year program 
looking toward an increase in population in Israel to a total of 2,000,- 
000 at a cost of $1,500,000,000, and the most substantial part of that 
money is indeed to come from private sources. I think, as you may 
recall, a request was originally made for $150,000,000 of assistance 
during this fiscal year by the United States Government, and I cer- 
tainly think it is fair to say that further requests, at least for the new 
2 years, are likely to follow. The date on which Israel might become 
a viable 

Mr. Gary. The request you referred to was from Israel, not the 
administration? 

Mr. Garpiner. That is correct. It was a request from the Israeli 
Government, which was presented to the State Department and also 
considered by the Congress. 

I should say the program was certainly of a minimum of three 
years, and my candid judgment would be that it would be many years 
before Israel became a viable self-sustaining state in that region. 





UNITED STATES FUNDS MADE AVAILABLE 


Mr. WiceL_eswortx. How much has the United States Govern- 
ment made available to Israel in the fiscal year 1951? 

Mr. Garpiner. The fiscal year 1951 program contained $96,000 
for technical assistance, and in addition to that there are figures for 
the available amounts of Export-Import Bank loans which can readily 
be made available. 

Mr. WicGieswortu. Is that $96,000 the total that has been made 
available by appropriations to date? 

Mr. Garpiner. Yes. 

Mr. WiacieswortH. What is the Export-Import credit that is 
still available? 

Mr. Garpriner. To answer the question, the Export-Import Bank 
loan of $135,000,000 had been disbursed as of July to the extent of 
$71,025,000, leaving $63,974,000. It is anticipated that in the 
quarter, August 1 to October 1, disbursements will amount to $8,000,- 
000, and that for the three succeeding quarters of the fiscal year 1952 
they will run at the rate of $10,000,000, making a total for the fiscal 
year of $38,000,000, and leaving available for the second half of the 
calendar year 1952 and the first quarter of the calendar year 1953, 
$26,000,000. 

Mr. Wicciteswortnh. How much under the continuing resolution 
has been made available since June 30 of this year? 

Mr. Fryer. The going rate of expenditure is $96,300, and continued 
authorizations have been made since 1952. The new programs in 
Israel under 1952 have not been initiated. 

Mr. Wiaeiteswortu. Has there not been money made available 
under the continuing resolution passed by the Congress in the months 
of July and August and September? 

Mr. Fryer. We do not have with us the precise expenditures for 
the period June 30 to date. 

Dr. Bennett. We will get the figure and insert it in the record. 
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(The requested information follows:) 
Funds authorized to Israel fiscal year 1952, $166,873. 


PROGRAM OF COUNTRY-AID NATURE 


Mr. Wiacieswortn. Is the portion of the program included in the 
items for food, cotton, leather, and so forth, and for fuel, on a relief 
basis? 

Mr. Garpiner. It certainly would find its way into the relief, 
either of those immigrants who have already reached Israel, or would 
assist those who are reaching Israel. 

Mr. Wiae.eswortu. Is this calculation you have given us based 
on the increase in population, or determined upon the basis of a gen- 
eral over-all appraisal of conditions in the country? 

Mr. Garpiner. I would say, sir, it is based upon the appraisal of 
the over-all conditions, and on a calculation of other sources of rev- 
enues available to the state. The Israeli Government stated it is 
their experience that relief requirements as such are less than 10 
percent of resettlement requirements. That the two needs are inter- 
related and that the faster economic development proceeds to make 
possible genuine resettlement, the smaller the need for purely relief 
expenditures. That is parallel to my comments on the Arab case. 

In Israel, where refugees who have entered the country since the 
establishment of an independent state, are approaching half the total 
population, there is no significant separate refugee sector either in 
consumption, or in investment. 

Mr. WiaGieswortnH. This program is an over-all country program, 
as distinguished from a specific relief program, such as we talked about 
in the previous item for refugee Arabs. 

Mr. Garpiner. I think that is definitely true, sir, but of course 
here you have a country which is primarily made up, or 50 percent 
made up, of refugees who have just arrived from Europe, or from the 
Arab States, and whose needs are dire, and whose plight is attribut- 
able to the Nazi and Russian persecutions. 

Mr. WiaeLeswortsH. The $96,300 vou gave me is the expenditure 
to date by the United States Government and includes not only 
technical assistance but everything that this Government has made 
available? 

Mr. Garpiner. Aside from the Export-Import Bank loan, there is 
one other factor, and that is the surplus foods which were made avail- 
able by the Commodity Credit Corporation under other laws of the 
Congress, either free or at considerably less than cost. I do not have 
those figures at my fingertips, but my recollection is that we calculated 
ay value of that assistance to be of the order of $23,000,000 since 1948 
to date. 


TRANSFERABILITY OF FUNDS 


Mr. WicGiesworta. As I understand, there is a transferability 
clause in this title II, is there not, which permits the transfer of 10 
percent to countries other than those we have been discussing? 

Mr. Garprner. I believe that is correct, that the transferability 
clause applies across the board on all titles. 

Mr. WicGieswortu. Is there any other country in contemplation 


at this time with respect to which it is proposed to exercise that 
authority? 
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Mr. Garpiner. No, sir. _ ; 

Title I is the title that contains the 10 percent transferability clause. 

Mr. Lorrus. Between military and economic. 

Mr. Gary. There is a section 513 which says: 

Whenever the President determines it to be necessary for the purposes of this 
Act not to exceed 10 per centum of the funds made available under any title of 
this Act may be transferred to, and consolidated with, funds made available 
under any other title of this Act in order to furnish to a different area assistance 
of the kind for which such funds were available before transfer. 

Mr. Garpiner. That is correct. That means that we can transfer 
to or from economic aid in this title. The law would permit it. 

Mr. WiceLeswortu. Not orly to or from economic aid; it is to or 
from title I to title II. 

Mr. Garprner. You can transfer economic aid from title I to II 
or vice versa, or military aid. 


MILITARY FUNDS ONLY 


Mr. Lorrvs. In title II there is a special 10 percent transferability 
on military funds only, from Greece, Turkey, and Iran to the Arab 
States and Israel. 

Mr. WiaGLesworts. That applies only to military aid? 

Mr. Garpiner. Only to military aid. 


SUMMARY OF REQUESTS BY COUNTRY 


Mr. Wice.tesworts. [ would like to ask for two other tables by 
way of summary. I wish that you would put in a table that will show 
in parallel columns the amount that is requested for each of the coun- 
tries we have been discussing in 1952. 

Mr. Gary. What you want is the table on page 47 of the justifi- 
cations. 

Mr. WiccLteswortn. With the revised figures. 

(The matter referred to follows:) 


Economic assistance, Near East and Africa, comparative summary of obligations 


[In thousands of dollars] 
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SUMMARY OF PERSONNEL BY TYPE 


Mr. Wiae.esworts. I would like to have another table showing 


_by countries the number of personnel contemplated in each instance, 


(a) regular government employees; (b) consultants; (c) trainees, and 
their salaries, and perhaps a further item showing the balance in 
terms of material. 

Dr. Bennett. We will supply that. 

(The matter referred to follows:) 


Near East—Summary table by type of aid 


[In thousands of dollars] 





























Experts | Trainees Services | mp otal 
| and mate-| Uni ted 
N ln (OAK | States 
Num- — Num- . SAF pip ey 
her Cost | hee Cost basis) | cost 
Arab States: 
Egypt -- oe «iss tibiban tn sale atid her gellabdein Skea 29 348 31 118 168 634 
Iraq -.- . iicmiaaee . 64 768 4 401 593 1, 762 
EEE COE REESE R ET OS TO REL Te Fa ates 78 936 83 324 3, 420 4, 680 
Lebanon y ‘ pee : ‘ 80 960 71 293 1, 097 2, 350 
Seudi Arabia... 2..........-. Scorn ekkcaebun 20 240 4 15 435 690 
RRS : SS Fe Ae a2 89 | 1,048 | 134 559 2, 783 4,390 
BE Reade strnmnceipiere<nekibaneindsvniide l4 168 | 30 87 195 | 450 
Total 374 4, 468 | 437 1, 797 8, 691 14, 956 
fern. 62 i < : ; LA ee Beeb cn wlohe 35 420 | 65 288 14, 242 14, 950 
Ifat..<... ; ‘ ae i inlaw aaah 180 | 2,160 | 50 250 21,040 | 23,450 
ee EE Ee =e: 
Independent Africa: | | } 
Ethiopia 34 402 | - 18 | 36 262 700. 
Liberia... | 64 768 | 39 158 | 174 | 1,100 
Libya | 41 492 | 39 81 527 1, 100 
| See 3 maptehipaclare brsennree os Seana 
Total.___- | 1391 1,662 | 06 275 | 963} 2,900 
Total bilateral “728| 8,710) 648 | 2,610| 44,936 | 56, 256 
U.N. technical assistance -, 1S. AL Tet, is 3, 744 
Palestine refugee program , ‘ — ae ABS 50, 000 
Relief and resettlement of refugees in Israel. - . a | : } eas | 50, 000 
Grand total | |- aie | : | ai -| ie | 160, 0c 








Mr. Gary. Thank you, gentlemen, very much. 
We will meet tomorrow morning at 10 o’clock. 


556 


Tuurspay, OcToser 4, 1951. 


TITLE III—MILITARY AND ECONOMIC ASSISTANCE 
WITNESSES 
DEPARTMENT OF STATE 


DEAN RUSE, ASSISTANT SECRETARY OF STATE, FAR EASTERN 
AFFAIRS 


GEORGE C. McGHEE, ASSISTANT SECRETARY OF STATE, NEAR 
EASTERN AND AFRICAN AFFAIRS 


SAMUEL T. PARALMAN, SPECIAL ASSISTANT TO THE ASSISTANT 
SECRETARY, FAR EASTERN AFFAIRS 


GRAHAM HALL, SPECIAL ASSISTANT TO THE ASSISTANT SECRE- 
TARY FOR UNITED NATIONS AFFAIRS 


JOHN A. LOFTUS, ECONOMIC ADVISER, NEAR EASTERN AND AF- 
RICAN AFFAIRS 


J. E. MURPHY, COMPTROLLER, INTERNATIONAL SECURITY AF- 
FAIRS 


DEPARTMENT OF DEFENSE 


ROBERT E. O’HARA, BUDGET OFFICER FOREIGN PROGRAMS— 
BUDGET DIVISION, OFFICE OF SECRETARY OF DEFENSE 


ECONOMIC COOPERATION ADMINISTRATION 


R. ALLEN GRIFFIN, DIRECTOR, FAR EAST PROGRAM DIVISION 
JOHN G. PIERSON, CHIEF ECONOMIC ADVISER, FAR EAST PRO- 
GRAM DIVISION 


EDWIN C. GARWOOD, DIRECTOR, BUDGET DIVISION 


Mr. Gary. The committee will come to order. This morning we 
take up title III of the bill and at this point we shall insert in the 
record page 53 of the justifications, as revised by the Department. 

(The matter referred to is as follows:) 


Comparative summary of obligations by functions and activities 








Function and activity Actual, 1950 | Actual, 1951 | a, 
Cie a eae Zi | 
Military assistance: | 
RRS “aoe mee aw _....| $34,273,452 | $407, 802, 589 | $657, 093, 525 
Training. _____- ; ek ele ee a oe 45, 397 | 2, 683, 202 2, 552, 773 





Total direct sbilentions (military) : : _...---| 34,318,849 | 410,485,791 | 659, 646, 208 
Deduct carry-over from 1951___- Sincinte ET ast at 


| —124, 396, 298 
Appropriation request (military) - 






































apostate ts scchiaahiinehs cman j i -------------| 535,250,000 
Economic assistance: ‘marsemnenaene: : 
Special technical and economic aid__................-- } 14,332, 389 | 161, 813, 000 232, 036, 000 
Bilateral technical cooperation _- eas ; Jue 166, 308 1, 498, 883 450, 000 
Multilateral technical cooperation . Fa Lea aetna | 4, 914, 000 4, 914, 000 
Ocean freight, voluntary relief packages _-- on a aenbeailll 17, 6831 | 42, 516 100, 000 
Exchange of student program. --| 2, 073, 587 | 3, 549, 301 | 4, 377, 112 
Total direct obligations (economic e atating UNKRA)..| 16,589,895 | 171,817,700 | 241,877,112 
Deduct carry-over from 1951. _--- Ee ILS AE: } awrite IE SEE | —4,721, 246 
Appropriation request (economic e niintien UNKRA). sks aires S | 237, 155, 866 
Contributions to United Nations Korean Reconstruction ae ete nee ma : 
Agency ___. y nlpciviabicdabtueettonat, eek, oe 2 SOROS | 95, 200, 888 
Deduct carry-over from 1951____- = gest : i ay | —50, 200, 888 
Appropriation request (contributions to Uv: N NKRA 2 ae wi 45. 000. 000 
ks tirkn ruecnuanackadaeniininsnes | 129,502,918 | 621,292,856 | 996, 724, 298 
Deduct carry-over from 1951. ......................... eo f : : : | —179, 318, 432 
Appropriation request, title ibs Sine a ul owkenalec bebo PRESS MAA Ee 817, 405, 866 





NOTE. —Oblig itions have been adjusted by function and title to conform with appropriation structure 
proposed for 1952. 
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GENERAL STATEMENT 


Mr. Gary. I think it would be well for us now to have a general 
statement with reference to the title III program. We will then take 
up the program for each country. I suggest, therefore, that in the 
general statement you avoid going into too much detail as to the 
individual countries. There was some duplication in our hearings on 
title II, because we went into conditions in certain of the countries 
at some length in the general statement and then repeated some of the 
testimony when we took up the country separately. 

Mr. Rusk. Thank you, Mr. Chairman. I am Dean Rusk, Assistant 
Secretary of State for Far Eastern Affairs in the Department of 
State. 

I am appearing in support of appropriations under title III of 
the Mutual Security Act for military, economic, and technical assist- 
ance for certain countries of the Far East. 

The requests for new appropriations under title IIT total $817,405,- 
866, slightly more than 10 percent of that requested under the Mutual 
Security Act as a whole. Of this total $535,250,000 is for military 
assistance; $237,155,866 for economic and technical assistance; and 
$45 million is to permit an American contribution to the UN rehabili- 
tation program for Korea. 

Mr. Wiceteswortu. That is the basis of the total that you gave us? 

Mr. Rusk. Yes, sir. 

Mr. Gary. And that takes the place of this $69 million figure? 

Mr. Rusk. Yes, sir; the $69,750,000 figure. 

Mr. Gary. And the new figure is what ? 

Mr. Rusk. $45 million. Mr. Chairman, if it is agreeable to the 
committee, I should like to address myself to broad policy objectives 
in the Far East as a whole and to speak specifically of the programs, 
at the appropriate time, which we are supporting in Korea, Formosa, 
the Philippines, Indochina, Thailand, Burma, and Indonesia. 

No appropriations are being sought under this legislation for as- 
sistance to Japan or Malaya. Assistant Secretary George McGhee has 
primary policy responsibility in the Department of State for the five 
countries of South Asia included within title III and will cover them 
in his presentation. : 

Mr. Gary. Japan and the Ryukyus are included in the Garioa 
bill that recently passed ; is that right? 

Mr. Rusk. They have been included in the “GARIOA” appropria- 
tion up to this point, but for the fiscal year 1952 we are not asking 
for GARIOA appropriations for Japan itself. 

Mr. Gary. I understand that, but Japan and the Ryukyus are 
covered in that bill? 

Mr. Rusk. Yes, sir. 

Mr. Gary. Whatever the sum is that is being asked for. 

Mr. Rusk. Yes, sir. That is being dealt with in another way. 

Mr. Gary. The point I was making is that they were not being left 
out entirely. We hare already taken care of them in another appro- 
priation. 

Mr. Rusk. To the extent that they require assistance; yes, sir. 

Mr. Gary. We have a new arrangement with Japan, under the terms 
of which we do not furnish any economic aid, but they are relieved of 
certain payments which they have been makiig to us, so that one just 
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about balances off the other. There is, however, a definite program for 
Japan and the Ryukyus which is covered in the other bill; that is 
the point that I am making. 

Mr. Rusk. That is correct; yes sir. The five countries to which 
Mr. McGhee will address himself within title IIT are India, Pakistan, 
Afghanistan, Ceylon, and Nepal and he is here available to the com- 
mittee, on those countries. 

The details of the military programs will be presented at a later time 
by General Olmsted. Mr. O’Hara of the Department of Defense is 
here this morning to respond if questions come up with respect to that 
today. 

The details of the economic programs will be presented by Mr. Allen 
Griftin, who is at the table here, who is the Director of the Far East 
Program Division of the Economic Cooperation Administration. Mr. 
Graham Hall of the Office of United Nations Affairs of the Depart- 
ment of State will be here to discuss any points on the UN rehabilita- 
tion program for Korea. 

Coming back, then, to the —— 

Mr. Wiccteswortn. That is, you are going to divide this up into 
three parts: military, economic, and U. N.; is that right ? 


IMPORTANCE OF FREE NATIONS IN PACIFIC 


Mr. Rusk. Yes, sir. Coming back, then, to the broad policy con- 
siderations affecting the far eastern programs, the first observation 
which I should like to make is that the security and well-being of the 
United States are, whether we like it or not, interwoven with the 
security and well-being of the free nations across the Pacific. 

In December 1941, we were attacked from that flank. In June 1950, 
armed aggression again broke out in that area and threatened our vital 
security interests from the same direction. We cannot be secure our- 
selves here in this country if aggression is rampant in Asia. 

Mr. Wice._esworru. That is a policy that is now agreed upon 
definitely ¢ 

Mr. Rusk. I think that is a broad nationally-agreed policy for this 
country, sir, in terms of the specific steps which have been undertaken 
on a broad bipartisan basis during the course of the last 2 years. 

Mr. Wiceieswortu. You do not anticipate further changes? 

Mr. Rusk. We do not at the present time, no, sir. see any alternative 
to a strong policy in Asia to meet the threat which is coming from 
that direction. 

Mr. Wiccieswortn. I am interested that that conviction appears to 
have been finally arrived at. 

Mr. Rusk. We cannot be free in this country if tyranny is estab- 
lished throughout the Pacific and the Far East. We cannot be pros- 
perous except in friendly and mutually beneficial trade and commerce, 
to tie our own economy together with the resources and markets in 
that part of the world. 

It does not minimize the importance of the European interest and 
scene to say that we must maintain the cause of freedom in Asia. The 
argument about which part of the world is more important has many 
pitfalls in it. 

You will recall that during World War II, at a time when it was 
necessary for us to give first priority to the European side of the con- 
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flict, the second priority effort in the Pacific made it possible for us 
almost single-handedly, with American resources, in a secondary 
effort, to defeat Japan before there was a major redeployment from 
the European theater. So that although it was a secondary priority 
effort in the Pacific theater during the war, it nevertheless was of a 
sufficiently important priority to bring about almost single-handedly 
the defeat of Japan. 

The Far East is at present the most violent arena in the struggle 
between the free world and Communist imperialism. The elements 
in that struggle are difficult to untangle and vary in detail from country 
to country. But the simple fact is that at the bottom of it all, the 
Soviet Union is seeking through the instrumentality of international 
communism to fasten its imperialistic dictatorship upon all of Asia. 

In some countries at the present time the issue is primarily mili- 
tary. In others important political and economic factors are dominant. 
Many Asians are asking, Who will win in this struggle between Com- 
munist imperialism and the free world? There are many fence sitters 
in that part of the world and one of the answers which will help them 
to determine on which side of the fence they will eventually come 
down will be their judgment as to who will win in this struggle. 

A second test of the political and economic issue which they project 
is, Will the Asians see in a free-world victory a victory for their own 
aspirations and objectives? And a third one is, Can the Asians or- 
ganize the institutions of the free societies in Asia in time to meet the 
needs and get the loyalties of the people before Communist exploita- 
tion succeeds ? ! 

1 think it might be well to point out that the odds which we face 
are not alwayseven. It is extremely difficult to organize a free society 
and a constitutional system of government. It is difficult to organize 
a complex economic and social structure. It is comparatively simple 
to organize a reign of terror and a dictatorship under conditions which 
exist in the Far East. So there is a great urgency of time in this 
business which faces us in that part of the world. 

I mentioned that in some countries the issue is primarily military. 
In Korea at the present time there is a major war going on, a major 
act of aggression has been committed. It is being resisted by forces 
representing some 17 countries. The United Nations are determined 
to insure that the aggression in Korea is not successful. They are 
willing to bring that fight to a halt on terms acceptable to the general 
world community which are being put forward by General Ridgway 
at the present time to the other side. 

The United Nations is willing to attempt to settle the longer-range 
aspects of the Korean matter by peaceful means if the other side is 
willing to undertake to do that. 

The United Nations also feels that it is of the utmost importance, 
having expended this great military effort, chiefly by the United 
States, to meet aggression in Korea, that the fruits of that effort not 
be lost following hostilities by the economic and social deterioration 
in Korea itself. There has therefore been established an importnat 
United Nations rehabilitation program for that country. 

Mr. Chairman, if I may go off the record for a moment. 
(Discussion off the record.) 
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Mr. Wiaeieswortu. Mr. Secretary, in connection with your general 
discussion of Korea and the pending cease-fire negotiations, it is my 
understanding that whatever the terms may be, they will be limited 
to Korea and to military questions only in Korea; and that no major 
policy question will be dealt with in any way? 

Mr. Rusk. I am glad to confirm that statement, Mr. Congressman. 
Policy issues outside of Korea, such as Formosa, the recognition of 
Peiping, or other Far East issues, are not to be injected into the Ko- 
rean armistice talks. There is general agreement among the United 
Nations governments that the armistice talks in Korea must be strictly 
military in character and must deal only with military factors. It is 
not contemplated that policy issues concerned with the settlement of 
Korea itself will be taken up by the military commanders in these 
present armistice talks. 

It may be noted that when Ambassador Kirk called upon Mr. 
Gromyko in Moscow, to clarify the Malik statement which initiated 
the armistice discussions, Mr. Gromyko indicated that the talks in 
Korea should be strictly military in character and should not take up 
political and territorial questions. We intend to adhere strictly to 
our intentions to limit these talks to military questions. 

Korea, then, gentlemen, is a country in which the battle between the 
free world and international communism is in a most violent stage. 
The other most immediate country in the Far East where the same is 
issue is Indochina. 

The bad weather of the summer in Indochina has now come to an 
end, and conditions suitable for military operations have returned. 
The committee may have seen in the press reports for the last day or 
two an account of the resumption of operations by the Communist 
forces under Ho Chi-Minh. There is a bitter war going on in this 
country between substantial Communist forces under Communist 
leadership, trained and partially equipped by Red China, who are 
fighting in an effort to drive the French out of Indochina and destroy 
the three associated states which have been established there, and seize 
that large and strategic area for world communism. 

Opposing these Communist forces are large French forces, provided 
from France and from other French areas, reinforced by a consider- 
able number of Viet-Namese local troops who are fighting for the in- 
dependence and security of the new Associated States which have been 
established in Indochina. 

There was a time when the issue in Indochina was colonialism. We 
believe that that is not the issue in the present situation. The French 
have made it clear that the Associated States of Indochina are inde- 
pendent and that they will move toward an acceptance of the full 
responsibility for their own affairs within the French Union as 
rapidly as they are in a position to do so. 

However, the reasonable solution of the colonial issue has been 
greatly complicated by the appearance of a new issue, and that is the 
issue of Communist aggression. 

The purpose of the Ho Chi-Minh forces is to subject Indochina to 
a regime which would impose upon the people of that country a 
foreign control far more rigorous and far stranger to their local in- 
stitutions than any colonial system which they have ever had before. 
Consequently, the present fundamental issue in that country is 
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whether the people of that country are going to be allowed to develop 
their own institutions by constitutional means and on the basis of con- 
sent or whether they are to be subjected to a foreign dictatorship which 
has fallen upon a considerable portion of other parts of the world. 

In Formosa the situation is potentially threatening from a military 
point of view. The Communist regime on the mainland has declared 
unalterably their purpose to annex that island to the mainland. 
Formosa itself is not yet fully capable of defending itself. In connec- 
tion with the United Nations’ action in Korea, the President has 
placed the Seventh Fleet in the Formosa Strait in order to prevent 
the extension of the war to the south and protect the southern flank 
of United Nations forces in Korea. 

Our aid program has in mind the development of adequate defense 
forces for that island in order to put it in a position to meet success- 
fully the threat which is directed against it from the mainland. 

In the Philippine Islands and Malaya there is active opposition by 
armed dissidents—in the case of Malaya, Communist bands; in the 
case of the Philippine Islands, a Communist-inspired Huk movement. 
In both cases it is requiring a heavy investment by the governments 
concerned in the security field. 

In Burma, Thailand, and Indonesia, indirect penetration of com- 
munism to stir up disorder and discontent is going on and raises 
fundamental problems of order for the governments of those 
countries. 

I would like to make another general observation. I would like to 
discuss the basic common interests between the peoples of Asia and 
the people of the United States, because they are an important element 
in this present situation. 

I doubt that we ourselves should try to speak for the Asians in this 
matter. They can speak and do speak most effectively for themselves. 
But we have had over the course of the last few years literally thou- 
sands of opportunities to hear them discuss their own purposes and 
interests, in international meetings and in thousands of direct diplo- 
matic contacts with them. 

We have discovered that we can work with them on the basis of 
those common interests which are broadly reflected in the charter of 
the United Nations. 

I have no doubt that peace, freedom, and economic well-being, 
which are the historical and instinctive aims of the American people, 
are broadly shared goals throughout Asia. I have little sympathy 
with those people who try to preach a basic cleavage between our own 
people and the people in that part of the world. 

The more experience we have in dealing with them the more funda- 
mental is our conviction that we and they share the same purposes 
and that there is a broad basis for mutual cooperation. 

A recent example of that was found in the San Francisco Confer- 
ence on the Japanese Treaty. There the Soviets had gambled heavily 
on being able to split the Asian opinion away from the Western World 
in connection with the Japanese Peace Treaty. They failed miserably. 
Outside the Soviet bloc there was a grand slam of signatures to the 
treaty by those important Asiatic countries taking part in the 
proceedings. 

If there is this broad identity of interest between the American 
people and the peoples of Asia, what is the problem? The problem 
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is something of a two-sided coin. In the first place, they are being 
subjected to direct and indirect aggression from Communist imperi- 
alism. On the other side of the coin, there is their own political and 
economic weakness. Because they are new nations in the rigorous 
conditions of modern international life, it is difficult for them to safe- 
guard their own interests and take care of their own affairs without 
some aid. 

In most of these countries there has been a disappearance of the 
older political and security institutions without new ones to take u 
the load quickly and automatically as the political changes occurred. 
The ravages of war are known to all of these countries and have made 
a deep dent in the ability of these people to mobilize their own 
resources. 

We come out of the war period with sharpened expectations on the 
part of the people of Asia with respect to their own economic and 
social condition. 

Mr. Couprrr. May I interrupt at this point? When you speak of 
the people of Asia, you are excluding all the people in China under 
the existing government, obviously, and you are excluding all the 
people in India who have not signed the Japanese Treaty, and in 
Burma, and you are excluding Asiatic Russia. The reason that I ask 
the question is that I should like to have it appear in the record at 
this point what proportion of the total population of Asia signed the 
Japanese Treaty and what portion did not. 

Mr. Rusk. I will have that computed. When I am speaking of the 
free nations of Asia, on different points the precise list would be some- 
what different because of what would be involved. Obviously, when 
I talk about the political and economic weakness of these new nations 
in Asia, that refers generally to all of these new free nations who are 
trying to establish themselves on a going basis. When I mention the 
Japanese Treaty, I mention that simply as a sample of the way in 
which the Soviets have failed to split Asian opinion, as such, away 
from the United States in this effort. 

Mr. Covuvrerr. The point is, it seems to me when we consider these 
things, that we are dealing with a tiny fraction of Asiatic opinion 
when you mention that point. You are dealing with the little coun- 
tries along the fringes and you are excluding the 450 million Chinese 
and the 400 million Indians. You and I know that, but maybe some- 
one might read this record. 

Mr. Rusk. I would certainly not wish to mislead, and I would 
accept the word “fraction” provided that you let me comment on the 
word “tiny.” 

Mr. Covpert. I will withdraw the word “tiny,” just so long as the 
statement is fair, because that is the statement that people are likely to 
read. 

Mr. Rusk. At San Francisco there was Pakistan, Ceylon, Indonesia, 
the Philippines, the three Associated States of Indochina and Japan, 
which make up a very important group and a sizable group of the 
people of Asia in that particular operation. These specific countries 
total 288 million people. These new nations face a shortage of trained 
manpower and a shortage of capital plants and a shortage of trans- 
portation facilities which makes it very difficult for them to organize 
their own resources and capabilities to meet their own needs. 
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All of this does not mean that we, ourselves, can or should attempt 
to run their affairs for them, but our assistance and the assistance of 
others will be vital if they are to do it themselves in time to meet the 
threat which is hanging over them. ; 

This is not an effort in which the United States is alone: Again, 
there have been statements made here and there that somehow there 
is a cleavage between ourselves and the peoples and governments of 
Asia. I think that is a very considerable error and exaggeration. _ 

The peoples and the governments of the areas themselves are in 
many cases doing a great deal for themselves to meet the new situa- 
tion. 

With regard to Korea, the civilian population has stood up with 

_great long suffering and determination in the bitter experience through 
which they have gone in the past year and a half. There has been 
no serious guerrilla activity from the South Koreans behind our lines. 
There has been no unit defection of the South Korean troops in the 
field. They have proved themselves to be anti-Communist, hardy, 
and courageous in meeting that situation. A lack of equipment, a 
lack of training, and a lack of trained leadership have in some in- 
stances made it impossible for the South Korean forces to do all that 
they might have hoped to do, but their performance has been, in the 
circumstances, one of great gratification. 

The self-help activities in such places as Formosa, Indochina, the 
Philippines, and Indonesia, which we will come to at a later stage, are 
other samples of the way in which the people and the governments 
themselves are trying to contribute to their own stability and well- 
being. 

There are other friendly nations outside of Asia that are assuming 
considerable responsibilities. France is making a great sacrifice of 
effort to establish and maintain security in Indochina. She is putting 
manpower and resources into that far beyond any comfortable level 
which her people might be expected to put into an operation of that 
sort. She is making real sacrifices there. There is Great Britain in 
Malaya; and the economic efforts the Netherlands have made in Indo- 
nesia are contributing to the stability of the area. 

There are other group activities contributing to the area. 

The United Nations, which in some circumstances can do more 
effective work than any government on a bilateral basis, also con- 
tributes. We ourselves contribute to the United Nations, but such 
institutions as the International Bank and the World Health Organ- 
ization can and are doing many useful and important things in that 
area, 

Mr. Wiceteswortu. To which we also contribute substantially. 

Mr. Rusk. Yes. The Colombo plan to which Mr. McGhee might 
address himself was a plan developed within the British Common- 
wealth of Nations to enlist the initiative and contributions of those 
governments. That again is an effort on the part of others to help out 
in this general activity. 

This broad effort being made on a military and economic basis to 
strengthen the countries of Asia does reflect broad agreement here in 
the United States as to the steps which have to be taken in that area. 

There has been some discussion here and there of a controversial 
nature and partisan nature, and I think in view of some of that it is 
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important for us to think about some of the points upon which there 
has been general agreement in the course of the past 2 years to try to 
meet that situation. 

The recent Japanese Peace Treaty and the security treaty which 
accompanied that, between us and Japan, are examples of that broad 
bipartisan and national policy. The resistance to aggression in Korea 
and the recognition of the necessity for reconstituting war-ravaged 
Korea are other samples. j 

With respect to China; the importance of maintaining Formosa in 
the free world and protecting its security under the present world 
situation; recognition of the National Government of China; a re- 
fusal to recognize Peiping; the support for the National Government 
as the Chinese representative in the United Nations constitute another 
category of agreed policy. 

Mr. Wiccteswortu. Do you speak of decisions that our own 
Government has arrived at in the comparatively recent past, or do 
you speak of an agreement in terms of America and other members 
of the United Nations? 

Mr. Rusk. I was speaking in this particular instance of the broad 
agreement in this country as to our policy. I think insofar as the 
general international situation is concerned, there is a broad degree 
of support for the attitude which this Government has taken on such 
issues. 

Mr. Wiecieswortu. There has certainly been disagreement on one 
or two of the matters mentioned. 

Mr. Rusx. I indicated that in the past 2 years there has been a 
broad national policy on these issues. I realize that there has been 
some argument about the historical background of some of these 
points; some misunderstanding of just what the policy was. I cite, 
for example, discussion on the attitude of this country toward the 
seating of the Chinese Communists in the United Nations. Questions 
have been raised on that, here in this country, about our attitude. 

Mr. WiccLeswortu. That does not surprise you, does it ? 

Mr. Rusk. It does, indeed, since there have been some 87 votes taken 
in some 45 to 50 international organizations in the past 2 years on 
the subject; and the Peiping regime does not sit in any of those, and 
it has been solely the imate of the United States that have brought 
about that result, so I am quite surprised that there has been any real 
doubt about our attitude and intentions on that point. 

Mr. Wiccieswortn. I think considering the support that has been 
given to the United Kingdom and India in connection with this ques- 
tion, it would be very surprising if there had not been grave question- 
ing in this country as to what the real purpose of the State Depart- 
ment has been. 

Mr. Russ. I am completely unaware of any support that we have 
given to the United Kingdom or India on the subject of the seating 
of the Chinese in the United Nations. 

Mr. Wiectesworrn. I do not think that it would be very difficult 
to establish, but I am not going into that at this juncture. 

Mr. Rusk. I think two other elements in this broad program of 
agreed national policy, with respect to the Philippine Isles, were the 
security commitments between this country and the Philippines Isles, 
which were fully accepted and understood, and the necessity for 
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ere assisting the Philippines in reaching a status of economic viability 
to and dobilits at home which is generally accepted. 
; The need for supporting anti-Communist forces in Indochina is 
ich | also, it seems to us, a generally accepted national policy in this country. 
ad 4 While making very few comments on the detailed programs them- 
rea i selves, I would like to make some general observations. 
red ; Mr. Chairman, the military program in title III is specifically for 
: four countries—Formosa, Indochina, the Philippine Islands, and Thai- 
m land. Each country program provides only for those priority items 
rid q which it is believed are essential for us to program at this time. The 
re-  @ countries will be provided with equipment for their armed forces 
mt @ to meet certain major deficiencies. They will also be provided with 
er 4 the training that will be necessary for them to use and maintain the 
equipment which the United States will be furnishing. 
vn j A large part of the program will, of course, cover the cost of pack- 
do | ing, handling and transportation of the equipment across the Pacific. 
T's @ Each country program provides only for those priority items which 
the recipient country, in terms of the organization and training status 
ad 4 of its forces, can properly and effectively use. 
he 4 The military program for Formosa is designed to increase the 
ee » capabilities of the Chinese Nationalists’ armed forces to defend For- 
ch 3 mosa against Communist attack. It will provide equipment, defi- 
: ciency spare parts, and ammunition for the Chinese Nationalist forces. 
ne ’ The Chinese Government has welcomed a United States military 
. mission which is observing the progress made with the supplies and 
a 7 equipment furnished by the United States. 
on 4 The military program in Indochina will provide supplies and 
se equipment for the French union forces and the National armies of 
2, | the associated states of Vietnam, Laos, and Cambodia. Large French 
1e military forces, together with the United States military equipment, 
ns have directly prevented the Communists from taking control of this 
country. 
E The French and the Vietnamese forces have demonstrated their 
n ; willingness and ability to fight. I think all Americans should be 
n : gratified with the magnificent way in which General deLattre has in- 
d spired the fighting forces of that country in facing the extremely dif- 
it ficult operations which they have thus far successfully carried out. 
il At one of the most crucial battles in Tonkin it was mainly the 
emergency delivery of United States supplies, including napalm 
n bombs, that turned the tide of battle. 
3 In the Philippines internal disorder and insecurity have been a 
\- problem ever since the liberation. The Huk movement constitutes a 
= direct danger to the security of the Philippines. Huk raids in central 
Luzon and even around Manila are a menace to life and property 
e and a majority deterrent to the restoration of the economic vitality of 
g the islands. 
The proposed military program will increase the combat capabilities 
t of the ground and air forces to control the Huk movement. We are 
glad to be able to report that vigorous action on the part of the 
f Philippine Government and the Philippine armed forces establishment 
e has made serious inroads during the past year into the effectiveness 
, of the Huk activities. é 
Our military program is designed to fill critical requirements on a 


priority basis by providing ammunition and equipment for additional 
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army units and maintenance items for equipment on hand. A portion 
of the program will also provide for certain navy and air force equip- 
ment and maintenance items. ; ‘ : 

With respect to Thailand, three of its neighbors—Indochina, 
Burma, and Malaya—are in the midst of military action against Com- 
munist guerillas. This country is under the constant shadow of Com- 
munist aggression. ye : 

The United States program will increase the ability of Thailand to 
maintain internal security and to deter external aggression. The pro- 

1 program will partially replace obsolete equipment now in the 
hands of the Thai armed forces. 

I will not take the time of the committee at this point, Mr. Chair- 
man—in view of your opening remarks—to go into any detail on the 
economic programs. We are coming to that shortly. 

They are designed to help build the economic, social, and political] 
components of the national strength of these countries. 

We believe that our proposal can provide not only a stimulus to 
maximum self-help to the governments and peoples of these coun- 
tries, but can also help to reduce certain bottlenecks in these countries 
so that they can more effectively mobilize their own very considerable 
resources. 

These programs will go into such matters as assisting in the develop- 
ment of the public service, training personnel, expanding production 
and agriculture, fisheries and forestry, the repair and improvement of 
essential public works and transportation facilities, education of tech- 
nicians, improvement of public administration and economic support 
of the defense effort in certain of the countries under direct attack. 

I am at your service, Mr. Chairman, on the question of the policy 
side. 

Mr. Wiccieswortu. I would like to ask Secretary Rusk one or two 
questions. 

FUNDS TO BE AVAILABLE FOR 1952 


You have stated that for the over-all program you are requesting 
$817,405.866. Of this $535,250,000 is military, $237,155,866 is eco- 
nomic, and $45,000,000 is for the United Nations Reconstruction 
Agency. 

Now, I understand that there are carry-overs in each instance from 
the fiscal years 1951 and 1952: apparently $124,396,298 for the military, 
-$4.721246 for economic aid, and $50,200,888 for the United Nations 
relief and reconstruction agency, or a total carry-over of $179,318,432. 
Is that correct ? 

Mr. Rusk. Yes, sir. 

Mr. WiceLesworrn. So, if those carry-overs are taken into the pic- 
ture we have a matter before us now, not of $817,405,866, but a matter 
of $996,724.298, if my arithmetic is correct. . 

What was available, if anything, for the military aid in the fiscal 
year 1951! 

Mr. Rusk. By way of appropriation, sir? 

Mr. Wiccieswortn. Yes. : 

Mr. Rusk. Mr. O'Hara will speak to that figure, sir. 

Mr. WiccLeswortu. I would like to get the over-all picture here. 

Mr. Rusk. $410,485,791. 5 
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Mr. O’Hara. A total, including transfers from other titles, amount- 
ing to $534,000,000, roughly. . 

Mr. WIGGLEsworTH. $534,000,000 ? 

Mr. O’Hara. I will get the exact figure in a minute. 

Mr. Wiceieswortn. In 1950-it was $34,318,849. 

Mr. O’Hara. The amount in 1951 included a carry-over from a total 
in 1950 of $98,000,000. 

Mr. Wiceteswortn. It is the total of that $410,000,000 that they 
actually obligated, and the $124,396,289 they carried over; is that 
correct ¢ 

Mr. O’Hara. That is correct. 

Mr. WiecLeswortu. They actually spent in 1951 the $410,485,791 ? 

Mr. Gary. Actually obligated. 

Mr. Wiectesworrn. And the actual obligations of the previous 
year were $34,318,849 ¢ 

Mr. O’Hara. Yes. 

Mr. WiceteswortH. On the economic side you are asking for 
$237,155,866 compared with actual obligations of $171,817,761 in 1951 
and $16,589,895 in 1950. 

Mr. Rusk. Yes. 

Mr. Wiceteswortu. For this reconstruction agency there is a re- 
quest of $45,000,000 compared with actual obligations of $38,989,000 
in 1951 and $78,594,000 in 1950? 

Mr. Rusk. I think that it should be pointed out in order not to 
have any misunderstanding that the United Nations took action to 
establish a reconstruction agency for Korea this past year. These 
1950 and 1951 figures were related to the former ECA program which 
will be absorbed into the new program. 

Mr. Wiccieswortnu. I would like for the record, if it has not been 
requested, a statement giving actual obligations and actual expendi- 
tures by months for each of these activities, these three activities, dur- 
ing the fiscal year 1951 and so much of the fiscal year 1952 as is now 
elapsed. 

Mr. Rusx. We will be glad to supply that. 

The information requested has been supplied for the record. 


CONTRIBUTIONS OF OTHER NATIONS 


Mr. Wiccieswortn. As compared with this sum of $817,000,000 
or $996,000,000 which you would like to spend in this area of the 
world in the fiscal year 1952, can you give us any general figure indi- 
cating what other countries of the world are contributing? 

Mr. Rusk. That will involve a considerable tabulation. I do not 
have it at my fingertips. I could provide it for the record in order 
to make it complete. 

Mr. Wiceiesworru. Is any NATO nation contributing anything 
directly as distinguished from indirect contributions through the 
United Nations construction agency ¢ 

Mr. Gary. France certainly is contributing directly and substanti- 
ally in Indochina. 

Mr. Wiceieswortu. In manpower. 

Mr. Rusx. And from the financial point of view. It constitutes a 
very heavy burden on their defense budget. 

89249—51—pt. 3—-4 
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Mr. Wieciesworru. As I understand it, we are talking about 12 
different countries under this title of the bill, and I would like to 
know what contributions other nations are making to these 12 coun- 
tries, either military or economic, alongside of the burden which it is 
proposed this country should assume in these countries. 

Mr. Rusk. From country to country, I do not know whether you 
want to go into that at this point. 

Mr. Wiccteswortn. I am just asking for an over-all picture in dol- 
lars and cents, or the equivalent, of what England, France, Italy, or 
any other country may be doing in respect to these 12 countries in 
terms of military or economic aid. 

Mr. Rusx. Would it be agreeable for us to furnish for the record at 
this point a detailed report on that? 

Mr. Wiccieswortu. I do not want too much detail. I want to know 
what portion of the burden we are proposing to assume here and what 
portion other countries are prepared to assume, if any. 

Mr. Gary. Will you place into the record a statement or table show- 
ing what contributions are being made by other countries toward the 
program involved in title III? 

Mr. Rusk. To clarify the question, that means countries outside of 
the area ¢ 
Mr. Gary. Outside the area. 

Mr. Rusk. Yes: I will be happy to do that. 
(The information is as follows :) 


Other countries besides the United States are contributing military, economic, 
and technical assistance to the countries of the region covered by title III. 
Although complete current data on the extent of such contributions is not avail- 
able, the following will indicate the scope of the aid from other sources. 

Military and economic aid currently being extended by France to the Assoct- 
ated States of Indochina is approximately $850,000,000. In addition, France 
maintains full convertibility of the piaster and meets both internal and external 
deficits of the Associated States. The cost to France of the military operation 
in Indochina is approximately 30 percent of the total defense budget of France. 

To aid in the reconstruction of Indonesia, the Netherlands has extended a 
line of credit to that country for 1950 and 1951 amounting to 200,000,000 guilders 
(equivalent to $52,632,000). About half of this credit remains to be drawn. 
Since 1945, other loans of somewhat lesser magnitude have been extended to 
Indonesia by Canada, Australia and Sweden. 

With respect to Malaya and Singapore, the United Kingdom has principal 
responsibility for military and economic assistance which is required from 
external sources. An estimate of current programs of such aid is not available, 
but it is known that the amount thereof is considerable. 

it is expected that the countries of southeast an@ south Asia will benefit 
from the Colombo plan of economic development which envisages approximately 
60 million pounds in grants over a period of 6 years. The Colombo plan is being 
sponsored by several countries within the Commonwealth. The United King- 
dom is making a direct grant in support of the flan and is contemplating 
sending some 200 technical experts to the area. The monetary value of this aid 
is not known. Canada has offered a contingent first year gift of $25 million 
(Canadian dollars). Australia has offered the equivalent of $70,300,000 for 
the period of the plan, of which $19,600,000 would be made available in the 
first year, that is, from July 1951 to June 1952. New Zealand has offered 
$2,800,000 for each of the first three years of the plan and in addition is a con- 
tributor to the commonwealth technical cooperation scheme. 

The United Kingdom has offered a loan of 2.5 million pounds (equivalent to 
$7,000,000) to Burma to enable that Government to buy into the Burma Oil Co. 
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In addition, since the war Burma has received a commonwealth loan of 3.75 
million pounds, which has not as yet been drawn against, as well as smaller loans 
from India, Australia, Pakistan, and Ceylon. 

The United Nations and its specialized agencies (FAO, UNESCO, WHO, ILO, 
UNICEF and ICAO) are providing technical assistance to title III countries on 
a considerable scale. For the period July 1, 1950 to December 31, 1951, the amount 
of such assistance for which provision has been made totals approximately $7.5 
million, as follows: 











Ware a $269, 577 | Pakistan _..........._____ $1, 591, 161 
Ragen ESR ete Neate Osis Oe... 579, 366 
pS RP Re eae 93,560 | Afghanistan _____________ 293, 404 
Indonesia ~ ate MM SQN so a 47, 640 
Philippines ~..---------.-- 164, 100 

NE lg ine Gene thine 419, 544 UD si a a 7, 492, 977 
ES RO CURR ARS sae 3, 748, 776 


Forty-one member states of the United Nations (other than the United States) 
and three nonmember states have pledged or contributed to the Korean relief 
and rehabilitation program, as of August 14, 1951, a total of $66,578,317. 

The International Monetary Fund has advanced India about $100,000,000 
(purchase of Indian currency for United States dollars) and the International 
Bank for Reconstruction and Development has advanced a line of credit to India 
amounting to $62,500,000. The Bank is currently considering a request for a 
development loan from Pakistan of the order of about $65,000,000 and has sent 
a mission to Ceylon to study that country’s needs for financial assistance in its 
economic development, 


COMPARATIVE SUMMARY OF COUNTRY AID 


Mr. Gary. We will now take up the country-by-country program, 
and we will insert at this point in the record the tables appearing on 
pages 62, 63, 64 and 65 of the justifications. 

(The tables referred to are as follows: ) 


Comparative summary of country aid 
{In thousands of dollars] 























; Actual, Actual, Estimate, 
Countries fiscal year fiscal year fiscal year 
1950 1951 1952 

BRE ritiad onde ssan vee scacsdsbivbadhieaveppumnsinaiehs $17.5 $64.1 $150 
BurM..........2---2----0--- 2 enero one n nnn ne nn neon wane ones 4.5 10, 802. 6 14, 000 
RN epi etrt clingebinecerpadie oi dias aicbonshwalshabathentincegden nade 5.0 38.8 240 
Formosa.......-.--- i ghenipdiiacsm =) ie pasteles wheel iis cad noo mbar 13, 616.0 92, 621.0 81, 000 
Indochina... ....--.--- srihng ith ah lial pend giawnlol ite nia -cnidiapahaber dn daldinla seis 716.0 21, 838. 1 24, 693 
Indonesia es 19.9 7, 975. 5 &, 000 
es e 20.0 5, 193.8 54, 565 

Malaya... ‘ 9.0 to DEERE Pe 
NN Dil <i hala iin Pte daiwa palkteddudn inothony Gan ous acasanen a ibn deer a ace 35.1 60 
Dea OS 0 5 cin sot iaiate ape Spinto nck tps dled ie 11.0 448.6 10, 778 

PER actu CAC lac oink ce ccebenwcndmensidsoonebogeceusage 54.8 15, 104.1 32, 

eee Sie 6 in dedlihin ere git th Sind apeiciasmncsiaiiaitice nis 24.3 8, 942.9 7, 000 
I gE cnc yn Ca mawkite Cedasleiabniead acanebekabe dates at | 8k ees ee a 
"ERS aE SRE SoS HO 5 re ROR Se WON ee 14, 498. 0 | 163, 312.0 232, 486 
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Summary of estimated dollar cost of program by country and major project category, 
fiscal year 1952 
[In thousands of dollars] 


| 





Major project category 


Formosa 
Philippines 
Indochina 
Thailand 





. Emergency relief 
. Public health 
. Agriculture, forestry. fisheries __ 
— power, other pab lie 
works 4 
. Handicraft, manufacturing, ! mining, j | 
other industry. __. i 320, i 500, 650:19,917, 353) 162 
General engineering advisory serv: | i | | | 
ices __. a. 700, 550)... poe * 
“ ‘i i 930, ” 276 2100 "12 
. Public administration _ Pm 500 400 477 
. Maintenance of essential supply fe ‘ 3,371; 3. 702. 


Total obligations 232, 486 81, 000 000 32, 005 24, 635 14,000 8,000, 7,0) 54, 565 10, 778; 40 








' Afghanistan, Ceylon, Nepal (bilateral technical cooperation). 


Summary of dollar cost of program by country and major project category, 
fiscal year 1951 


fin thousands of dollars] 





All others ! 


Major prokct category 


Pakistan 


2 

= = 
¢'2/8 
ro = — 
Fils} s 
— bd _ 
c — = 
+s —_ _ 


Indonesia 
Thailand 





i, power, other public 
. 620 
Handi craft, manufacturing, mining, 
_ other ind astry 5,363 1, % wr 19 
. Generel engineering advisory serv- 
6s7 
il a5 2, 630 


21, 838 10,803 7,975, & 943 5, 104 449 ' 139 





housand fer Malaya, which is included in total of $163,- 


= in Indochins and $24, 000 unallocated program funds 
he Federal Security Agency (U. 5. Public Health Service). 





All others ! 
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Summary of estimated dollar cost of program by country and major cost components, 
fiscal year 1952 program 


[In thousands of dollars] 





Services 





Cost of 
supplies 
and —| 
equipment Number Number 
of Cost of Cost 
persons | persons 


. } rene 
T. A.experts! | Trainees 2 
| 











$81, 000 79, 206 7 52 | 3$1,7244 110 
yl! are Bs 32, 000 31,010 g 45 540 90 
pS Se ERG 24, 693 23, 563 ‘ 65 780 70 
ERLE RE STR preimes 14, 000 12, 452 67 31,348 40 
| ES ei tate SASS: 8, 000 6, 191 < 75 31, 234 | 115 
INE 2 ic o5bindntinn nce 7,0 5, 595 85 1,020 | 77 
India be : 54, 565 42, 271 2 260 | 310,399 | 379 
, RE See eee 10, 778 8, 047 2, 7 143 1, 716 203 
All other ¢ sie 450 133 : 21 252 13 














Total obligations. ----- -| 232, 486 | 208, 468 24, 018 813 18, 5383 | 1, 097 

















1 Experts sent to country. Cost computed on uniform basis of $12,000 per person, allowing for average 
lapse of 3 months. 

2 Persons brought from country for training. Cost computed on uniform basis of $5,000 per person. 

3 Includes total cost (for India, total service cost only) of contract with United States engineering firm— 
comprising fixed fee, cost of back-up provided by home office, administrative and overhead expenses, etc., 
in addition to pay of personnel sent to field. 

* Afghanistan, Ceylon, Nepal (Bilateral Technical Cooperation). 


FORMOSA 


Mr. Gary. We will now take up Formosa. _ 

Mr. Rusk. Formosa is the seat of the National Government of 
China. It is also an island which has on it the largest pool of non- 
communist and anti-Communist trained, capable Chinese who might 
be available as a political and economic cadre for a revived non- 
Communist China, 

Formosa itself is an island of very considerable economic and stra- 
tegic significance. Since the outbreak of Communist aggression in 
Korea and since the obvious direction of Chinese Communist policy 
toward aggressive attitudes toward its neighbors, the strategic im- 
portance of that island has gone up very substantially. 

It has gone up to such an extent that the United States has now 
undertaken to prevent attacks upon that island by the use of its own 
armed forces, namely the Seventh Fleet. 

The population is approximately 8,000,000 at the present time. 
Mr. it monty When you referred to that body of population a mo- 
ment ago that was trained and competent, what was the number that 
you had in mind? 

Mr. Rusk. There are about 1,000,000 civilians who came over from 
the Chinese mainland to Formosa during the recent military and 
political disorder on the mainland. I should say in terms of the highly 
trained western oriented Chinese to whom I was making reference, 
they would number in the tens of thousands in terms of educated 
personnel who can take responsibility and administrative jobs. 
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The island itself has been publicly declared a primary objective of 
the Peiping regime. We, ourselves, believe that it would be impossible 
to accept the absorption of that island into the Chinese Communist 
regime on the mainland by the use of force. We do not believe that by 
any means of peaceful settlement, or consent, those on the island 
would agree to associate themselves with the Peiping “ee 

We are insistent that that question of the ultimate disposition of 
Formosa be settled by peaceful processes and not by force. We are 
equally insistent that it not be transferred to an aggressive Com- 
munist combination which is out to absorb most of Asia. 

On the island itself, the principal difficulty which we confront is 
that its armed forces are not. themselves, yet in a position to guarantee 
the security of the island. They need equipment. They need supplies. 
They need assistance in organization. They need assistance in train- 
ing. Beyond that the armed forces that are there impose an extremely 
heavy burden upon the economy of the island and so any defense effort 
made to place the armed forces in a position to defend the island must 
include a substantial economic program to provide some of the eco- 
nomic support for the armed forces and to put the island’s ay 
in a position to maintain an acceptable onend of life for the civil- 
ians on the island. 

Formosa inherently is an island of considerable resources. During 
the Japanese tenure on Formosa they were able to make Formosa 
pay a considerable annual profit in terms of its economic contribu- 
tion to the Japanese economy. 

In the dislocations of the war and the heavy burden of the present 
armed establishment on that island, they find it impossible for the 
island to attain in the near future a degree of self-sufficiency. For 
those reasons we propose both military and economic programs for 
Formosa, almost all of which is directly pointed toward the necessity 
for defending that island against Communist attack. 

Mr. Covprrr. The sum and substance of your testimony on that is 
that Formosa is militarily indefensible, economically non-self-sus- 
taining, so that so long as we continue the present policy Formosa 
becomes necessarily in every sense of the word a dependency of the 
United States? 

Mr. Rusk. I do not wish to comment upon the possible development 
in the longer run on these two poirits. At the present time Formosa 
cannot, on its own defense resources, defend itself against the threat 
from the mass of Chinese forces on the China mainland across the 
strait ; nor can it, with its present state of economic development, sup- 
port its standard of living and maintain the military establishment 
being developed there. It is likely to continue for some time in that 
status, but what the longer range result may be, depending upon world 
factors, is hard to say. eae 

Mr. Covprrr. When you say “sometime,” you mean as far ahead 
as you can reasonably foresee? 

Mr. Russ. Yes. 

Mr. Covnerr. We are committed, I take it from what you say and 
from what I have read in the press, to the proposition that if the Chi- 
nese on the mainland attempt to take Formosa, we will defend it by 

armed force, even if that involves us in another Korean War in the Far 


East ? 
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Mr. Rusk. There is no question but that the mission of the Seventh 
Fleet is such that if there were an attack upon Formosa we would 
resist it. 


GENERAL ECONOMIC DATA ON SOUTHEASTERN ASIA COUNTRIES 


Mr. Gary. Mr. Rusk, I have here a table showing the general eco- 
nomic data for the countries of southeast Asia with ECA programs, 
and I think it would be well to include that in the record at this 

int. 

(The table referred to is as follows :) 
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Mr. Gary. Are there any other questions, Mr. Wigglesworth ? 

Mr. Wiccteswortu. Well, somebody is going into the details of 
this, I presume. 

Mr. Gary. Mr. Griffin is going to do that, and he is also going to 
discuss the economic conditions shown by that table. 

Mr. Rusk. Mr. Chairman, may I make one brief remark off the 
record before we start? 

Mr. Gary. Yes. 

(Discussion off the record.) 


ECONOMIC CONDITIONS 


Mr. Grirrin. I would say that this paper is not a particularly 
useful paper in terms of our program. It does indicate certain things. 

Mr. Gary. Not in terms of the program, but in terms of the eco- 
nomic conditions. 

The table contains some very interesting statistical data. For ex- 
ample, Mr. Rusk gave us the population. I take it that\this means the 
area of Formosa is 13,000 square miles. 

Mr. GrirFin. Yes, sir. 

Mr. Gary. That the prewar population was 6 million and the 1950 
population is 9 million. 

Mr. GrirrFin. Yes, sir. 

Mr. Gary. That the total exports are $72 million. 

Mr. Grirrin. In 1950. 

Mr. Gary. In 1950. The total imports were $91 million. 

Apparently the exports of sugar dropped from 833,000 metric tons 
prewar to 609,000 in 1950. 

Mr. Grirrin. I should add another figure there. They dropped 
further, to not much more than 300,000, in the sugar cycle that was 
completed last spring; so, that occasioned one of their most serious 
losses of foreign-exchange earnings. 

Mr. Gary. Off the record. 

(Discussion off the record. ) 

Mr. Grirrin. [ can give you figures for the months of January to 
July inclusive; 7 months. Adding them up, at this moment it is ap- 
proximately $59 million in exports and $57 million in imports exclusive 
of ECA aid and military imports during that period. 

The serious loss this year was in the lack of a sufficient sugar crop 
to meet as many of the obligations of the Government of China as 
we had hoped would be met. The sugar crop that runs into its cycle 
in November of this year is estimated to be a crop that will be about 
500,000 metric tons. 

Mr. Gary. What is the general economic situation in Formosa 
which requires this program ? 

Mr. GrirFin. It is a struggle against inflation and it is a struggle 
with the heavy demands made by the military establishment upon the 
economy of the island. 

The indigenous population numbers approximately 7 million people. 
On top of that indigenous population is the military establishment, 
which has on its payroll inckinve of civilian workers something like 
640,000 people. There is also the Nationalist Government of China, 
a large bureaucracy, which is also on top of the economy. 
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There is the United States military aid program, which calls for 
some rather considerable expenditures of United States funds that 
are corollary to building up a strong military establishment, and also 
calls very emphatically for heavy local currency expenditures. The 
United States funds are generally for the Common-use items which 
“ provided within this program, amounting to in excess of $12 
million. 

You can put two things together. There is our economic aid and 
the common-use items, such as reenforcing steel for extended airfield 
runways, and you can add to that the indigenous labor and materials 
that have to be used for the extension of the airfields. So in that one 
category alone you have an increased local as well as foreign cost, to 
improve their military establishment. 

The productive capacity of the island is excellent, if it had to main- 
tain itself and a very modest defensive force. The productive capac- 
ity is constantly increasing. We were very proud of the fact that 
last year—and it will be repeated this year—in rice production all 
previous prewar records, established when the Japanese were in con- 
trol of the islands, have been exceeded. This results, we believe, from 
the operations of the Joint Commission on Rural Reconstruction and 
the extensive fertilizer program that ECA puts into the island, plus 
the increase of fertilizer production on the part of plants on the 
island which we have been helping to finance. That is also included 
in this year’s program for further financing. 

For instance, I believe there is a figure of $2.2 million for the im- 
provement of a sulfate of ammonium fertilizer plant on Formosa, 
which will increase their production of sulfate of ammonium by 
nearly 25,000 tons a year. That is translated into 50,000 tons or more 
of rice per year in increased production. 

Mr. Gary. Your program for fiscal year 1952 for Formosa involves 
the expenditure of $81 million. Will you tell us what that is to cover! 
Mr. Grirrin. Yes, sir. 










































MAINTENANCE OF ESSENTIAL SUPPLY 


I think we might turn first to line No. 9 on page 63, where the 
most extensive portion of this amount is included, $67,190,000. That 
is under the title of “Maintenance of Essential Supply.” 

Now, the maintenance of essential supply is broadly broken down 
into two categories. One is the common-use items, which consist of 
such things as POL which we will finance for the military establish- 
ment. 

Mr. Gary. What is POL? 

Mr. Grirrin, Petroleum products. 

It consists also of protein foodstuffs which the military establish- 
ment very seriously requires in order to maintain its training activities. 
It consists of various items screened by the military establishment 
down to, for instance, the nails which will be used for building bar- 
racks for the troops. That amount last year was $12.5 million, | 
believe. 

Mr. WiccLeswortu. Have you a breakdown of that item anywhere? 

Mr. Grirrin. Yes, sir. 

" Gary. Why is that under economic aid instead of military 
aid? 


577 


Mr. Grirrin. The Department of Defense furnishes military aid. 
That, in short, is every component needed in the way of hardware. 
However, it does not furnish the aid which is required to support a 
military establishment in other than end-use items, as they describe 
them. 

In short, they will supply the planes, they will supply the ammuni- 
tion, they will supply the guns, they will ponply the mortars and rifles 
andsoon. They do not supply the uniforms. They do not supply the 
shoes. If the food condition of the Army is bad, as it was in this 
case—they had plenty of rice to eat, but no proteins—then General 
Chase, the Chief of our MAAG there, made it very plain that the 
intensive activities of the Army which were required made it neces- 
sary for them to have some protein foodstuffs, so that was included 
on our list. 

It includes warehouses that have to be built, airfields that have to 
be extended, barracks for which we must supply some materials, high- 
way extensions, uniforms and bedding, improvement of arsenals, en- 
largement of hospitals, and ship repair. 

Mr. Gary. Have you a breakdown of that? 

Mr. Grirrin. Yes, sir. 

Mr. Gary. Will you give us the breakdown on it, please. 

Mr. Grirrin. Right, sir. 

Mr. Gary. You asked for a breakdown, Mr. Wigglesworth, and 
he is going to give us a breakdown of that item. 

Mr. WiccLeswortu. Yes. 

Mr. Grirrin. This program is continuing, so if you would like I 
will indicate where fiscal 1952 figures follow up on the 1951 figures. 

Mr. Gary. Have you a statement on it? 

Mr. GrirFin. Yes, sir. 

Mr. Gary. Can you put that in the record ? 

Mr. GrirFrin. With your permission, sir, I will be glad to furnish 
the statement to the committee for its information. 

Mr. Grirrin. I can give you some of the larger figures now, if you 
would like. 

Mr. WiccLeswortu. You are talking about item 9 now ? 

Mr. Grirrin. Yes, sir; we are talking about item 9. That has 
$12,725,000 in it for these so-called common-use items in support of 
the military establishment. 

Mr. WiceLeswortuH. Nails and so on, such as you referred to? 

Mr. GrirFin. Yes, sir; for barracks buildings, et cetera. 

Mr. Wiceieswortu. Off the record. 

(Discussion off the record.) 

Ra, WiccLeswortu. What is in this $12.7 million, just to give us an 
idea? 

Mr. Grirrin. Petroleum products, fuel handling, warehouse con- 
struction, airfield extension, highways, uniforms and bedding, fac- 
tories—that is an extension of arsenals, hospitals, air-raid protection. 

Mr. Wiacieswortu. Practically every one of those items would 
sound to me like something that ought to come out of the military, 
rather than the economic aid. ; 

Mr, Gary. How are the needs for those items determined ? 

Mr. Grirrin. Well, this received a very unusual screening, in that 
this problem confronted us last December with the beginning of de- 
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liveries on the fiscal 1951 program and the requirements put up by 
the Chinese military establishment, which were then screened by the | 
attaché group—that was before the MAAG was established there, | 
and we had a group of attachés—and by the J. G. White Co. engineers, 
who were there under contract, paid for by ECA, but under contract 
with the Government of China, and by our own mission. When those 
figures came to us they were quite a bit larger than this, and we asked 
the Department of Defense to rescreen the figures. Meanwhile, we 
corresponded at considerable length by cable with the mission, query- 
ing certain figures that they had there. 

Then the first elements of General Chase’s mission went out there, 
and we got some further clarification. 

These are screened down to what was deemed to be the essential 
minimum amount of support that had to be given if the delivery of 
American aid there to the military establishment was to be made 
effective. This support dovetails into it. 

We are very much interested in the warehouse condition ourselves, 
because if warehousing is not provided for this military equipment, 
the Army is going to move in on our fertilizer supplies, as they come 
into the place, and move them out and put military equipment in. 

The hospitals are needed due to the utter neglect of attention to the 
health of the Chinese Army, in the opinion of our military people. 

All these items are submitted as indispensable to the successful use 
of military aid. There is nothing more important, for instance, than 
the uniforms and bedding for the military establishment. 

Mr. Wiccieswortu. We have over a half billion dollars in here 
which is requested by the military. I am just wondering why items 
of this kind should crop up in the economic picture. 

Mr. Gary. Well, the answer seems to be that the military is limiting 
its expenditures to end items, and consequently they have thrown the 
food, clothing, warehouses and so forth under this program. 

Mr. WiccieswortH. Well, that might be said to be one way to in- 
crease the military appropriation. 

What else do you have in here? 

Mr. Gary. Well, there has been some complaint because we have 
not given more aid to China in the past. 

Mr. Grirrix. The largest figure in the $67 million is approximately 
$54 million for the maintenance of essential supply in the civilian 
economy. 

That, too, is broken down into two parts. One is our imports into 
Formosa of fertilizer, plus a considerable amount of cotton, tallow, and 
various products that go into the industries of Formosa in order to 
keep them supplied. There are also some supplies that we send in in 
completely fabricated form because they cannot be produced in For- 
mosa by furnishing the raw materials. They do not have the factories 
for them. 

Mr. Wiceteswortn. How will that compare with what you supplied 
for the same purpose in fiscal 1951? 

Mr. Grirrin. It is approximately the same, except that in fiscal 
1951 we had a larger commodity program. The common-use items 
for military support were approximately the same, in excess of $12 
million. The total was $12.5 million in fiscal 1951. 

Mr. Gary. The Formosa program is about $11 million less than in 
1951, is it not? 
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Mr. Grirrin. Yes, sir. 

Mr. Gary. The total program. 

Mr. Rusk. The economic program. 

Mr. Gary. The economic program, yes. 

Mr. WiccLeswortu. It is about six times what is was 2 years ago. 

Mr. GrirFin. Well, it is a very different situation, sir. 

Mr. WiccLeswortu. I appreciate that. 

Mr. Grirrin, Our most difficult problem there is this matter of 
preventing that community from dying out from under its defense 
establishment due to the type of extravagant inflation that China 
went through before and that all Chinese are terrified about in antici- 
vation. 

Mr. Wicciesworrn. What else do you have in there? You have 
another $10 million there for something, do you not? 

Mr. Grirrin. No, sir. That completes the $67 million. 

Mr. Wiccteswortu. I beg your pardon; I was looking at the wrong 
item. 


TRANSPORTATION, POWER AND PUBLIC WORKS 


Mr. Grirrin. The next largest item is transportation, power and 
public works. 

In the course of the war the bombing that took place on the island 
were particularly effective on bridges and on the hydroelectric system, 
which was highly developed by the Japanese. Im addition to that 
there was the deterioration that took place in more than 10 years of 
no replacement, no improvements, and so on. The result was that 
when we faced the problem of a responsibility for Formosa, for a 
program in Formosa, in the spring of 1949 we looked at this great 
difficulty with the capital plant on Formosa and felt that it was beyond 
our means and our scope to deal with. 

In the last fiscal year and in the current fiscal year we had to meet 
that problem, for several reasons, in transportation and power. First, 
there was something that could be done for increased productivity on 
the island which could lessen the amount of American aid or lessen 
the requirements for American aid. That meant the rehabilitation 
of their power plant. Progress has been made on that, both by the 
eagerness of the Chinese themselves to put capital into their power 
plant, which they have constantly done, and by our own assistance 
to the power plant. 

At the same time we undertook the job of the rehabilitation of the 
fertilizer industry on the island, so as to look forward to the time 
when it would lessen the demands for American fertilizer. 

The railway system and the entire transportation system we have 
tried to improve as rapidly as possible, because it is a military neces- 
sity in order to provide for the mobility of troops which are on the 
island. This is a matter of very distinct interest to our own military 
advisers there, because one of their efforts is to conquer the tendency 
that the Chinese displayed in the latter years of their war with the 
Communists to garrison points and not maintain mobile forces in 
order to meet new situations when an enemy was agressive and initi- 
ated a new action. 

A substantial part of this program for transportation facilities is 

in order to provide facilities that are clearly justified economically 
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and at the same time provide the Military Establishment with better 


communications. 


Mr. Coupert. Is the conception, Mr. Griffin, of the State Depart- 


ment and the Pentagon, that Formosa could be defended from an all- 
out attack from the mainland solely by use of naval forees, or will it 


be necessary to engage large contingents of American Ground Forces’ 
Do you know? 


Mr. Rusk. I would be glad to respond to that off the record, Mr. 


Coudert. 

(Discussion off the record.) 

Mr. Grirrty. If you would like more detail on that power and rail- 
way and highway program, I have it here. 

Mr. Covpert. Thank you. 


HANDICRAFT, MANUFACTURING, AND MINING 


Mr. Gary. Give us the details of the item of $2,230,000 for “handi- 
craft, manufacturing, mining, and other industry.” 

Mr. Grirrix. That represents a field into which we would like very 
much to have more of the funds now programed for item 9 go if the 
commodity support eould be lessened, because Formosa has factories 
that were established by the Japanese, has plants that were estab- 
lished by the Chinese subsequent to 1946, small ones, that are in various 
stages, in some cases, of disrepair from the effects of the war, and in 
other cases could have their productivity immensely increased by 
expansion within the existing plants. That applies to the textile 
industry, it applies to the paper and pulp industry, it applies to leather 
goods and many other industries, and also to their mining. 

Formosa produces its own coal, and sufficient additional coal for 
some shipments to Japan. It is a moderately good coking coal. There 
is sulfur produced on Formosa in modest quantities. There is tin on 
Formosa ; and the increase of their mining capacity there would, with- 
out question, help some toward getting a little closer to a self-support- 
ing basis. The same applies to the expansion of their other factories. 
No new factories are contemplated under this allotment. What we 
have in this $2,230,000 figure 1s just expansion of their fertilizer-plant 
facilities. 

EMPLOYMENT OF EXPERTS 


Mr. Wiccieswortn. You suggest the employment of 52 experts at a 
total of $1,244,000, which would be at the rate of $12,000 apiece, plus 
110 trainees at $550,000 total, or $5,000 apiece ? 

Mr. Grirrin. Yes, sir. 

Mr. WiceLeswortu. How many have you got in there now? 

Mr. Grirrrx. A major factor in that number of persons and cost is 
the contract that we have with the J. G. White Engineering Corp. of 
New York which has maintained a staff there since 1949 and which 
has done exceptionally effective work in the clearing up of the utter 
chaos that existed in the ports in 1949, at the time of the removal of 
the Nationalists Government and air force and part of its army from 
the mainland, and which has been working in the fertilizer industry 
and in communications and other industries on the island. At the 
present time we have 35 

Mr. Wiccieswortn. Experts? 
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Mr. GruirFin. People in technical assistance in Formosa. 

Mr. WiceteswortH. That is, experts? 

Mr. Grirrin. Yes, sir. 

Mr. Wiceteswortn. And how many trainees have you got? 

Mr. Grirrin. I can give you their schedule. We had 13 in the 
United States prior to September. There were 37 in September. That 
is the total for this year. 

Mr. WiaecteswortH. Is that cumulative? 

Mr. Grirrin. No, sir; it is a total of 50. 

Mr. Gary. Why do you need 52 technical experts in 1952 as con- 
trasted with 35 in 1951, when your program is less; your economic 
program has dropped from $92.5 million to $81 million ? 

Mr. Grirrin. It was not a voluntary drop that took place, and the 
need for technical assistance in these fields is really regardless of the 
extent of the program. These people are needed. For instance, we 
have in this staff of engineers I mentioned, a number of people who 
are supplying the push, and trying to hold down the expenses, and 
to maintain and arrive at a greater degree of efficiency in that large 
number of Chinese Government-owned industries. 

I should like to make some remarks off the record here, if I may. 

Mr. Gary. Very well. 

(Statement off the record.) 

Mr. Wiccteswortn. I still do not think you have arfswered the 
chairman’s question very 2 ager You cut your program 10 per- 
cent and increase the number of people you are sending out there 50 

ercent. 
r Mr. Grirrin. What I would like to try to explain is that the size 
of the program really has no relationship to the amount of technical 
assistance that it would be practical to give and that we would desire 
to give. We desire very much to have American experts be of assist- 
ance in all of the operations of the Chinese Government today. 

Again I would like to say a few words off the record. 

(Statement off the record.) 

Mr. Gary. As I understand, the situation is this; you are increas- 
inging your technical assistance program, but reducing the amount 
of material aid; is that correct? e 

Mr. Grirrin. Yes, sir. 

Mr. Coupert. I wonder if what the witness has just said about 
the stream of refugees in various categories coming into Formosa, 
taken together with the observations of Secretary Rusk, does not mean 
an inevitable and steadily rising cost to us of maintaining those de- 
pendents during that reasonable future period that we see no end of? 

Mr. Grirrtnx. That does not have to happen. That is a very pro- 
ductive island. There happen to be among those refugees not merely 
all those older bureaucrats that I mentioned, but probably the largest 
concentration of capability, training, and education, that you will 
find in any part of the Asian world with the exception of Japan. It 
has been our hope that we could arrive at a point where we could 
lessen our commodity program sufficiently to come before Congress 
with really a substantial program in this field of small industry de- 
velopment in Formosa. 

I think one could contemplate the opportunity to do something with 
that item with a great deal of optimism, if we can once get over the 
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hump by increasing productivity enough, with what they have, to 
lessen this awful drain that is created by the fight against inflation. 

Mr. Coupert. Thank you. 

Mr. Gary. I wonder if you could give us a breakdown by countries, 
if you have a situation such as this in other countries than Formosa, 
as to what items in the economic program are, actually military ex- 
penditures ¢ 

Mr. GrirFtn. We have none in this program for any other country 
but Formosa. 

Mr. Gary. You have no outright military expenditures? 

Mr. Grirrin. No, sir. 

Mr. Gary. Other than for Formosa ? 

Mr. Grirrin. That is right, sir. We are giving military support, 
but not in the way of common-use-item expenditures. 

Mr. Gary. The committee will recess until 2 o'clock. 


INDOCHINA 


Mr. Gary. The committee will come to order. The next country is 
Indochina. Will you give us a statement on that, Mr. Rusk? 

Mr. Rusk. Mr. Chairman, Indochina is comprised of three asso- 
ciated states, of Vietnam, along the entire eastern coast, Cambodia, in 
the southwest corner of the peninsula, and Laos, a mountainous area in 
the northwestern part of what is known as Indochina. 

Vietnam is by all odds the largest of the three, with a population of 
some 24 million people. Cambodia has a population of 3 million and 
Laos a population of about 1.2 million, making a total for the entire 
peninsula of about 28 million people. 

Mr. Gary. How does that compare with prewar? 

Mr. Rusk. Prewar the total was about 23 million, so they have 
gained about 5 million population in that period. 

Mr. Gary. Where did that gain come from? 

Mr. Rusk. I amagine that it is the natural increase in population. 
There has been no substantial migration into the area that we know of. 

All three of these associated states are constitutional monarchies 
which have, by agreement with the French, established themselves on a 
basis of independence within the French union. That precise relation- 
ship with the French is somewhat complex, but it is broadly speaking 
similar to the commonwealth relationships established within the 
British system and something like the relationship between the Dutch 
and the Indonesians in that situation down there. 

There have been delays in the complete hand-over of responsibility 
to the three new governments. Those delays have been due first to 
the security situation which has required a continuous and major 
effort on the part of the French to protect the country against internal 
confusion and disorder and against indirect aggression from outside 
the country; and secondly, the delays have been due to the inability 
of the new governments immediately to step in and take over all of 
the responsibility which under existing agreements is there for them. 

The principal issues which confront us in Indochina today are the 
issues of Communist aggression, and secondly, the development of 
the political, economic and social institutions of these three states 
to a point where they can successfully handle their own affairs. 
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There are in Indochina considerable numbers of fence sitters, peo-— 
ple who have not made up their minds about the side on which they 
will cast their lot. This is partly due to the fact that at an early 
stage of the postwar period, the Communists came into Indochina 
and exploited the nationalist feelings of the country very effectively. 
The Communists arrived there as Asians, as natives, preaching com- 
munism and they-made a dramatic and effective appeal to these 
people who were beginning to throw off the yoke of colonialism. — 

But we believe that with a successful defense of the country against 
the Ho Chi Minh forces and with a gradual strengthening of the three 
associated states, many of these fence sitters will come off the fence 
on the side of the free world effort. 

The importance of the security of Indochina and particularly of 
the Province of Tonkin in the northernmost point of Vietnam along 
the Chinese border would be difficult to exaggerate in terms of the 
security of southeast Asia as a whole. If Tonkin is lost with its con- 
siderable population and its important rice-holding areas in the delta, 
it would be difficult to maintain a strong position in the rest of Indo- 
china with the possible exception of something like a strong beach- 
head in the south. If Indochina itself comes under Communist domi- 
nation, it then outflanks and exposes the position in Burma, and in 
Thailand; therefore the importance of the present battle which is 
now going on in Tonkin to the general defense of the entire area is 
very great. 

Mr. Gary. What is the Communist influence in the Government 
of Indochina ¢ 

Mr. Rusk. There is no Communist influence whatever in the Gov- 
ernment. All three associated states are not only non-Communist, 
but are strongly anti-Communist and they literally have their lives 
at stake from that point of view. 

There is an alleged Government under the control of Ho Chi Minh 
which has no capital, no site, no established institutions, which is 
totally Communist-dominated. That is the leadership out in the 
jungles which does not participate in any way in the governments of 
the three associated states. 

The French are making at the present time a heavy contribution 
to the security of Indochina. That takes the form not only of French 
personnel and armed forces, but also of budget aid. The Indochina 
operation is costing them at the present time about 10 percent of their 
total national budget in France and about 30 percent of their defense 
budget. They have made a heavy contribution of French military 
personnel to the area. 

If I may make a statement off the record at this time, Mr. Chairman. 

(Statement off the record.) 

Mr. Rusk. In addition to the contribution which the French them- 
selves are making to this operation in Indochina, the Vietnamese are 
taking an increasingly active and effective role in their own defense. 
They have recently instituted measures for conscription and national 
mobilization in order to get in the technicians and the white-collar 
class in a way in which they never have before and the formation of 
national armies is going on satisfactorily. General deLattre gave us 
some very encouraging reports on the progress being made in the 
formation of those national army units. 
89249—51—pt. 35 
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The battle in Indochina is only in a formal sense a civil war, because 
considerable assistance is coming across the northern frontier from 





Red China as a part of the general pattern of Communist aggression mo 
in Asia. Such assistance in the form of supplies, technicians, and As 
political support, is an important part of the Ho Chi Minh effort in = TN 
that country. me ric 
So the battle in Indochina is a vital part in the general battle for | 
Asia between the forces of communism and the forces of freedom. 7 ar 
In that country our programs are directed toward first, the im- @ th 
mediate, necessary and essential support to the military operations 7 h: 
themselves in order to give the forces of freedom there a fighting to 
chance to win the battle in which they are now engaged; and secondly, M 
to provide a certain amount of economic and technical assistance to the 
governments of the three associated states, in order to help them to an 
strengthen their own position so that they themselves can mobilize th 
the nationalist support of the people of those three countries, make 
further contributions to their own defense and build the institutions Cl 
under which they can manage their own affairs. T) 
I think Mr. Griffin could speak to the economic programs themselves. 1 
STANDARD OF LIVING 
Mr. Gary. What is the general standard of living in all of this area? 
Mr. Rusk. Perhaps Mr. Griffin should speak to the economic side lh 
of that. th 
Mr. Grirrry. I would say definitely that compared with prewar it th 
is very much lower in every one of these areas with the exception of ral 
Formosa where it is Just about as good. In Indochina, in the entire 
Tonkin Province area, where there is located the Red River Delta, in 
the north, the destruction has been so complete—I have been through 
that area twice—the devastation of villages, of power plants, of irri- a ti 
gation systems is so extensive that as a result the people are in a condi- q ot 


tion of poverty, distress, and disease that is almost unbelievable, in that 
part of Indochina. 
In every country in the area, the amount of consumer goods avail- 






able, the actual earning capacity of the people, how they have to live, . 
what they have to wear, how much they have to eat—with the excep- , 
tion, so far as eating is concerned, of Burma and Thailand—are defi- hs 
nitely lower than before the war. , 
Mr. Gary. What is the per capita income? 7 
Mr. Grirrin. I can give you some rough estimates on that. In the ie 
Philippines, the per capita income is estimated at $113. 
Mr. Gary. $113 of American dollar equivalent ¢ 
Mr. Grirrin. Yes, sir. These are all in dollar equivalents. In ” 
Indochina, $30; in Burma, $33.1; in Indonesia, $40; in Thailand, $46.4; - 
Formosa, $61.6. So you see, with the exception of the Philippines, a 
Formosa is far and away ahead of the others in per capita income. U 
DECREASE IN EXPORTS : 
as 
Mr. Gary. I notice from the table that has been inserted in the rec- - 
ord that the exports of Indochina have decreased very materially, from - 
$105 million prewar to $74 million in 1950, and the imports have in- ms 
creased very materially from $63 million prewar to $211 million for 


1950. 






585 





















Mr. Grirrtn. Yes, sir. This decrease in the exports of the country 
is due to a very large extent to the fact that Indochina before the war 
was one of the great rice surplus exporting countries of southeast 
Asia. There are three: Burma, the leader; Indochina, second; and 
Thailand, third, in volume of rice exports. There are virtually no 
rice exports from Indochina today. Pity 

The greatest single rice-growing area in southeast Asia is a little 
area in the southern part of Cochin-China, called the Trans-Bassac area 
that has been so much in the hands of the Viet Minh that the French 
have had to blockade it for 2 years, so that none of the rice can get out 
to be smuggled into other countries and produce revenue for the Viet 
Minh. So they have wiped out the rice exports. 

Indochina was a coal-exporting country, too. They have very large 
and very excellent coal resources in the north, at Haiphong, which is 
their port in the north. That has been wiped out. 

They have phosphate rock which is near the Yunnan Province of 
China. That is in the hands of the Viet Minh at the present time. 
That is one of the greatest resources of phosphate rock in the world. 
The export of that has been wiped out. 


IMPORTS 










On the other hand, on the import end, the production facilities in 
Indochina were destroyed to such a degree during the civil war— 
there was very little destruction there during the World War—that 
the needs of the population can only be met by considerably increased 
imports. 

GOVERNMENT OF INDOCHINA 























Mr. Coupertr. Mr. Chairman, may I ask one or two general ques- 
tions of the Secretary before we go to the specific program for Indo- 
china? 

Mr. Gary. Yes. 

Mr. Couperr. Indochina was a French colony before the outbreak 
of the war and presumably still is, so that the French defense of 
Indochina began at least as the defense of its own colonial position, 
did it not? 

Mr. Rusk. After World War IT French forces went back into Indo- 
china in order to restore the situation which existed before the out- 
break of World War IT. 

Mr. Coupert. In order to restore the colonial position in Indochina / 

Mr. Rusk. That is correct, at the end of World War II. That is not 
now the position. 

Mr. Couper. I undefstand, since then there has been some arrange- 
ment made with the local people to grant some form of independence 
with strings attached, that would govern the country within the French 
Union, something of that sort? 

Mr. Rusk. The arrangements call for independence of the three 
associated states within the French Union. The strings which now 
exist relate specifically to the responsibility of the French for the 
security of the country and to some extent also French participation 
in the conduct of foreign affairs of the three associated states. How- 
ever, under the arrangements which now obtan and which we are satis- 
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fied will be put into force as rapidly as they can be, it is perfect), 
clear that the three associated states are to receive full responsibility 
for the conduct of their own affairs and that their relations with France 
will rest upon a basis of consent. 

So I think it would not be correct to say that the French are in any 
sense fighting in Indochina at the present time for the restoration 
7 their colonial position. Obviously they have important interest; 
there. 

Mr. Covupvert. What I said was that the conflict began after thie 
war as an effort to restore their colonial position. rat you are 
saying is that since that time they have been compelled to recognize 
the nationalist feeling that led to the civil war and they have mace 
other arrangements. Is that the substance of it? 

Mr. Rusk. I think so; I think I would not quarrel with that state- 
ment of it, sir. 

Mr. Couperr. But the fact still remains that even under the exisi- 
ing arrangement the French will have a somewhat special position 
with respect to this area, will they not? 

Mr. Rusk. Yes, sir; within the French Union, they would have a 
special relationship with the associated states in much the same way 
that there exists a special relationship within the British Common- 
wealth of Nations and between, say, the Dutch and the Indonesians, a 
relationship which the Dutch and Indonesians, by the way, are now 
discussing between themselves as to whether that will continue. 

Mr. Covupert. I assume that if all went well, that would be a rela- 
tionship that would be useful and profitable economically to both 
sides? 

Mr. Rusk. To both sides and to many of us outside of the country, 
if it results in stability and prosperity. 

Mr. Covupert. Therefore is it not a fact that the civil war that is 
now raging and which you describe as a Communist attack upon the 
existing situation was to a very large degree inspired by nationalism to 
begin with? 

Mr. Rusk. The Ho Chi Minh rebellion was able to get a large amount 
of initial support because it was the tangible leading effort to destroy 
French colonialism. 

Mr. Covverr. In other words, to throw out the West ? 

Mr. Rusx. That is correct, sir. So that there still is in the Ho Chi 
Minh movement, the so-called Viet Minh, a considerable part of na- 
tionalist opinion which is not clearly committed to communism as such 
and which we hope to be able to wean away to the side of freedom. 

Mr. Covperrt. Is it then primarily a civil war? 

Mr. Rusk. There is a civil war, but it is not just a civil war. There 
are other types of conflict. 

Mr. Covuperr. What you mean is some assistance has come across 
the border from China to help the revolutionary element ? 

Mr. Rusk. And the leadership of one faction in the civil war is at 
the present time strongly direeted from Moscow and could be counted 
upon, if it were successful, to tie Indochina into the world Communist 
program. 

Mr. Covperr. How much evidence do you have of that fact? I am 
not going to ask you to put that on the record. Do you really know 
that ? 
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Mr. Rusk. We have sufficient evidence to leave us no doubt of the 
close connection between the Ho Chi Minh forces and leadership in 
Indochina and the Moscow-Peiping coalition. 

Mr. Covupverr. The Ho Chi Minh fighting men are all largely native 

eople ? 
. Mr. Rusk. To a considerable extent. 

I would like to say this off the record. 

(Discussion off the record.) 

Mr. Coupert. Could you specify a little more in detail to what ex- 
tent there has been intervention in a military sense from the outside? 
For instance, has there been anything like the substantial intervention 
by the Chinese in Korea? 

Mr. Rusk. There has not been in Indochina the same type of inter- 
vention, or the same scale of intervention as has occurred in Korea 
where the Chinese have invested several hundred thousand of their 
armed forces. 

The first principal act of intervention in Indochina, while not strictly 
military in character, had a very important bearing on the military 
situation, and that was the recognition of Ho Chi Minh by Peiping 
and Moscow in January of 1950. 

Following that there is considerable evidence that Red China has 
been giving assistance through installations established in the southern 
part of the country and in training and supplying and giving other 
forms of encouragement to the rebel forces in Indochina. 

I cannot say we have clear evidence of armed-units in Indochina 
from Red China, but the border area there is not under the French or 
Vietnam control; it is in the hands of the rebels, and it must remain 
an open question as to what kind of assistance will in fact turn up 
there in the coming months. 

Mr. Couprrt. I take it from your earlier testimony that the mili- 
tary effort of the Vietnam Government is still very largely directed 
and dominated by the French ? 

Mr. Rusk. That is correct. The French have over-all military re- 
sponsibility in the area. 

The direct responsibility of the associated states is limited by their 
shortage of trained military leaders from the junior ranks on up. 

The French have now in hand a training program for the purpose 
of training the officers who would staff ml command the national 
armies. So far that has not put any of these units in a position to put 
an all Vietnam Army in the field. 

Mr. Couperr. Would you care to hazard any opinion as to the 
status of the war and what chance there is that we may see an end of 
it in the not too distant future ? 

Mr. Rusk. I wish I did know, but there is an important battle now 
beginning in Tonkin, and in the hazards of battle almost anything 
can happen. I prefer not to predict. 

I would like to say that General DeLattre feels, from his statements 
made while he was here in Washington, that in the absence of a large- 
scale intervention from the outside, the French and the local forces 
can, he believes, take care of themselves. 

Mr. Couprerr. Assume that his optimism is justified and the Ho Chi 
Minh forces are finally defeated and a military truce is established, 
is it, In your opinion, likely that the native states will be able to sur- 
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vive, situated as they are on the borders of China, without permanent 
military support from the west? 

Mr. Rusk. If there is a condition of peace established along these 
borders, I think the answer is “Yes.” Tf, however, this great Com- 
munist force to the north is intent upon penetrating those countries 
with either direct military efforts, or concealed military efforts in 
one way or another, then there will be, to that extent, confusion and 
disorder in those countries to the south. 

Mr. Covupert. Do you not in effect really mean that Indochina, like 
those other areas bordering on China, are really completely at the 
mercy of the great masses of Communist China as long as they are 
under the present Communist Government and are organized for 
effective aggression ? 

Mr. Rusk. Any of these smaller neighbors of this great Commu- 
nist bloc is in a limited sense at the mercy of the power that resides 
within that Communist bloc. For that reason we have been trying to 
strengthen the situation and to organize the rest of the world through 
techniques of collective security in such a way that the smaller neigh- 
bors will not be left alone to meet that threat but that the cause of 
world peace will be dealt with on a world-wide basis. 

Mr. Covuperr. As a practical matter, that means as far as you can 
reasonably foresee the future, Indochina, like Formosa, will be largely 
eeotere upon France or the United States? 

Mr. Rusk. I do not believe that will be necessarily the decisive ele- 
ment in that situation. The French, themselves, are carrying by all 
odds the heaviest share of that burden at the present time. There 
are other countries that have important interests there in Asia that, as 
the crises develop, can be expected to give more attention and effort to 
that situation. 

We are in no sense in our programs intended to substitute the United 
States, and United States responsibility, for what is now being done 
by others in that area, but to supplement them so that they can have 
a fair chance of being successful. 

Mr. Covprrtr. Has any suggestion been made by any other country 
that we should send troops to Indochina ? 

Mr. Rusk. Off the record. 

( Discussion off the record.) 

Mr. Covverr. Under what conditions can you envisage this area, 
Indochina—the three newly independent states—being secure and 
self-sufficient and no longer dependent upon substantial aid from the 
outside? 

Mr. Rusk. I believe that they can be self-sufficient within a com- 
paratively short period if the security situation permits them to 
develop the very substantial resources which are present in the area. 
There is no reason why most of these countries cannot, in a compara- 
tively short period, begin to earn their own way from their own 
resources, because they have substantial resources. 

Now, as to when they might be secure, that depends, of course, a 
great deal just upon the willingness and the program of the Moscow- 
Peiping group in pressing military ventures into that part of the 
world. 

If the world situation can be developed quickly enough along the 
broad lines now being attempted, not only in aren, but in the Middle 
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East and the Far East, so that such a course of action would be ex- 
tremely dangerous to the other side, and they can be diverted from 
attempting it, then in the absence of that kind of attack, these countries 
of southeast Asia should also be secure. 

Mr. Coupert. In other words, they will cease to require substantial 
outside aid when finally something approximately a working peace 
is established within the Soviet bloc / 

Mr. Rusk. That is correct, sir. 

Mr. Gary. Mr. Griffin, the program in Indochina calls for an ex- 
penditure of $24,693,000. Will you give us a breakdown of that, please / 


PUBLIC HEALTH PROGRAM 


Mr. Grirrin. There is a substantial public health program in the 
country, larger than we are maintaining elsewhere, $4,920,000, which 
is heavily accentuated due to the misery and illness that has developed 
there beyond any other country in southeast Asia because of the war, 
and due also to need for reconstruction of the facilities that have been 
destroyed during this war—the rehabilitation of hospitals, the restora- 
tion of research plants which the French once had, and the elaboration 
of extension work to bring medical services to the public, that is public 
health services in the field and most particularly in Tonkin Province. 

Mr. Gary. What are the primary diseases causing the difficulty? 

Mr. Grirrin. A very prevalent disease in Indochina is malaria, 
which has a most dertimental effect upon the production in agri- 
cultural areas. In Tonkin Province you see trachoma to an extent 
almost unbelievable. You meet with groups of people, and 9 out of 
every 10 present seem to have trachoma in various stages up to 
blindness. 

We have a very extensive program in that. That again is another 
one of these debilitating diseases that inhibits the labor of the people 
in the area. Of course, like all countries in that area, there is a vast 
amount of intestinal disease, made worse in the war areas because 
of the destruction of the waterworks, and the impure water supplies. 

Part of this program is for the institution of larger numbers of vil- 
lage wells. 

Mr. Gary. How about tuberculosis? 

Mr. Grirrin. Of course, there is a great deal of tuberculosis 
throughout, but there is little that one can do about tuberculosis. 
What you can do is try to restore more healthful hygienic conditions 
for the people generally, but you cannot hcenitelens the hordes of 
people that have TB in that particular part of the world. We do 
have very extensive educational work that accompanies our health 
programs, and a substantial part of our health program—and this 
is true of the agricultural programs also—lies in the very extensive 
use of training aids—the use of posters, hand-winding phonographs 
with records that can be left in the villages, various audio-visual means 
of interesting the people in more hygienic conditions and better health 
care of their children, and so forth. 


MAINTENANCE OF ESSENTIAL SUPPLIES 


Mr. Gary. You have maintenance of essential supplies, $12,993,000. 
What is that ? 
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Mr. Grirrin. It is substantial there, not for the same reasons as in 
Formosa, where it is essentially an antiinflationary operation, but be- 
cause this is the only way that we can create the counterpart whereby 
we can carry on the program we have instituted. Our greatest need 
in Indochina is for a vast amount of local currency. Our European 
programs, as you know, are big supply programs, and those supply 
programs generate a vast amount of local currency, and the counter- 
part funds are thus created by the supply programs. 

In the case of Indochina we have a supply program in order to 
create enough funds to carry on our regular program projects. 

Those governments face a terrific deficit. We cannot even get from 
them accurate information on their budgets. They are just taking 
over the Treasury. That was the last act of the French, to pass over 
the Ministry of Finance to the Vietnamese. They have to improve 
their tax system. Their growing army requires all the resources that 
they can re together. It is impossible for them to maintain the 
type of public health and extension services which actually the French 
to quite an extent maintained during the war, and which is needed as 
an indication to the people of the sovereignty of Bao Dai and the 
ability of that government to render them some services. 

In the matter of the maintenance of essential supplies there, I have 
a breakdown of items which will indicate what the components of the 
commodity program are. For instance, $5,000,000 of raw cotton which 
is for their textile industry ; $300,000, industrial chemicals; $100,000 
in tinplate for their canning industry. We have miscellaneous agri- 
cultural equipment to the extent of $150,000; trucks, jeeps, and station 
wagons, $500,000; construction equipment, $800,000; burlap bags, 
$100,000; and hand tools for the farmers, $500,000. 

All of those go into production there. Then we have other com- 
modity components which are consumables, such as gasoline and 
lubricants, $1,900,000; drugs and medicines, $300,000; tires and 
tubes, blankets and cloths, surgical instruments, and so forth. 


TECHNICAL ASSISTANT EXPERTS 


Mr. Gray. On page 65 it appears that you contemplate 65 technical 
assistant experts at $780,000. You have more technical experts for 
Indochina than you do for Formosa, and yet the cost is less. In 
Formosa it is 52 at a cost of $1,244,000 and for Indochina it is 65 at 
a cost of $780.000. Why the difference? 

Mr. Grirrin. That difference is due chiefly to the private contract 
that we have with the J. G. White Engineering Corp. for the work 
in Formosa. They bring in a very highly qualified and a highly paid 
staff. There is the overhead of the firm involved and their own back- 
stopping. They backstop with their engineering services in New 
York the entire operation of their group in the field. Otherwise, these 
technical experts we have listed here will be in the fields of agriculture 


and public health and a great many also in the field of education. 
Mr. Wicciteswortu. What is item 5? 


HANDICRAFT, MINING, ETC. 


5 Mr. GRIFFIN. That is $450,000 for handicraft, mining, and other 
industries. A great deal of that is for the restoration of the handi- 
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craft industries as part of the village approach we have in operating 
our agricultural programs in the rural communities. 

In short, many of those people have been weavers and many have 
been potters. Their tools have been lost or destroyéd and a large 
number of them are transplanted people that we are trying to get 
back into business. 

There is a very extensive number of refugees from the war zones 
that keep drifting back and forth who have no way of making a 
living. A considerable amount of rehabilitation of those people is in- 
volved, through setting them up in village industry work. 


CONTRIBUTIONS BY THE FRENCH 


Mr. Wiccieswortu. This program that you are asking for, $24,- 
693,000, compares with about $21,800,000 for the fiscal year 1951 and 
$716,000 for the fiscal year 1950. Is any other government contribut- 
ing any economic assistance in Indochina ? 

Mr. Grirrix. Yes. The French have been supporting that economy 
under these war conditions. The total French outlay anticipated for 
the fiscal year 1952—and I cannot divide it for you into what is mili- 
tary and what is civilian—is, I think, very close to $1 billion, United 
States money. 

Mr. Wiceteswortu. That is largely military, is it not? 

Mr. Grirrin. I would say that more than half of it is military, but 
a substantial part of it is civilian. 

Mr. WiccLeswortn. Are they not doing all they consider is essen- 
tial in the economic scene? 

Mr. Grirrin. I think they felt they were doing all they possibly 
could. Many of the services formerly conducted in the country they 
simply had to drop. 

Mr. Wicciteswortn. Are not they contributing anything in the 
health field ? 

Mr. Grirrrx. In a minor way they still have a number of labora- 
tories, most of which we are reequipping, in which they have their own 
technical assistants, so to speak, people whose careers were in Indo- 
china and who can continue their work. Those are the Pasteur 
Institutes which are in various parts of the country, such as in the 
cities of Hanoi, Saigon, and Phompenh. 

Mr. Wiceteswortn. We are just giving them a hand, that is about 
what it comes down to? 

Mr, Grirrtn. Partly that sir, but a very important part of it is 
that our work is devoted to building the prestige of these newly inde- 
pendent countries in the eyes of their own people. It is a bilateral 
arrangement between the United States Government and the Govern- 
ments of Vietnam, Cambodia, and Laos, and the work is done through 
those governments. It is actually the first indication of the sov- 
ereignty of those governments that has been brought to the attention 
of the people of the country. 

Mr. WiectesworrH. Is there any United Nations assistance in the 
picture ? 

Mr. Grirrin. Not a great deal yet. 

In Vietnam they have seven persons from the World Health Or- 
ganization, and they have one vocational instructor in training from 












the International Labor Organization. This is the expanded technical 
assistance program of the United Nations, and it comprises eight peo- 
ple. They had a UNICEF operation and a small World Health 
Organization operation. None of these efforts are duplicated. We 
have ground rules in every country for the association of our missions 
with the United Nations agencies so as not only to prevent duplication 
but also, where they have some arg | capable people who are 
operating on a project and we can help them with supplies to the 
recipient government, we do so in order to augment the total work 
that is being carried on. 

Mr. Wiecteswortu. We pay a percentage of the expense of each 
one of those organizations, and we propose this additional contribu- 
tion on our own; is that right ? 

Mr. Grirrix. We support them, of course, through the funds that 
come indirectly to the World Health Organization, and UNICEF, and 
so forth, but we give them additional support in the field where, in 
the judgment of the chief of the mission, they are conducting a worthy 
enterprise that really extends what we are trying to do. 


INDONESIA 


Mr. Gary. We will now take up Indonesia. 
Mr. Rusk. The Republic of Indonesia is a country of approximately 
80 million people, occupying a great and wealthy archipelago extend- 
ing about 3,000 miles across the southwest Pacific. 

Mr. Gary. Allof that shown on the map? 

Mr. Rusk. It extends from New Guinea all the way across the 
Island of Sumatra, and occupies an important strategic position 
across the entire southwest Pacific. 

The present Republic of Indonesia occupies all of the area formerly 
known as the Netherlands East Indies with the exception of western 
New Guinea which is still under Netherlands occupation, and which 
is a matter of discussion between the Netherlands and the Indonesia 
Government at the present time. 

The present republic was proclaimed in August 1950, replacing the 
former United States of Indonesia, which had come about as the 
result of a conflict between the Indonesians and the Dutch in the 
postwar period. 

The present government is under what we would refer to as moder- 
ate leadership. In developing the Republic of Indonesia under moder- 
ate leadership, the Indonesian Government has had to face two prob- 
lems. One has been to bring about a satisfactory settlement with the 
Dutch, a process which involved a sharp and short armed conflict in 
the immediate postwar period and which came to an end by agree- 
ment between the Indonesians and the Dutch in 1948. 

The other problem has been to reduce the great sprawling archi- 
pelago with its diverse people and diverse programs, to some system 
of law and order, and to organize it politically and economically for 
the longer run. 

Now, that problem has caught the new government without adequate 
trained personnel and without going institutions of a sort which would 
get that job done quickly and effectively. 
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On the other hand, the Government has been benefited from the 
fact that the Indonesians themselves are an alert and educable people, 
intelligent, easy to train, comparatively speaking, and the islands 
themselves dare economically full of important natural resources. 

For example, Indonesia produces 700,000 tons out of a world total 
of 1,800,000 tons of natural rubber. Indonesian tin production is ap- 
proaching 35,000 tons per year out of 1950 world production of 150,- 
000 tons. 

Indonesian petroleum production is about 3 percent of the world 
production, or about 6,500,000 tons per year. 

Mr. Gary. That seems to be down from prewar. Why is that? Ac- 
cording to this table, the prewar figure was 7,260,000, in 1950, it was 
6,420,000 tons. 

Mr. Grirrin. They are still restoring their plants, and both Shell 
and Standard-Vacuum have large operations on the island of Sumatra. 
Palembang is where their refineries are. Those were smashed by 
Allied bombing during the war. Under an arrangement with the 
Government of Indonesia they are not subject to the same exchange 
controls as the rest of the industry in Indonesia, and are permitted to 
use the bulk of their foreign exchange earnings for restoration of 
plants. That has been going on for the past several years and their 
productive capacity should very soon get back to normal. 

Mr. Gary. It is due to war destruction. 

Mr. Grirrin. That is right. 

Mr. Gary. Which has not yet been completely restored ? 

Mr. Grirrin. That is right. 

Mr. Rusk. We are not asking for any military assistance program 
for Indonesia. Indonesia itself is not under direct military attack 
_from the outside, although there is a substantial internal security 
problem in restoring order to the country. We did 2 years ago pro- 
gram a small military assistance program for the constabulary there 
to assist the Government to bring the country under domestic order. 
But to the extent that they will need military equipment, it is their 
plan and their desire to go into the market and obtain that from their 
own resources. 


MILITARY MANPOWER 


_ Mr. Wicieswortn. Is there any military manpower there of any 
importance ¢ 

Mr. Rusk. It is estimated, sir, that there are about 21,600,000 males 
between the ages of 15 and 49, and of those about 10,700,000 would 
be considered as physically fit. 

In the three associated states of Indochina there are approximately 
7,400,000 males between the ages of 15 and 49, and we can assume 
about half of those would be considered physically fit. 

Mr. Wicciesworrn. Do you know the size of the armed forces 
there now ? 

Mr. O'Hara. I can give you that off the record. 

(Discussion off the record.) 

Mr. Covperr. Could you furnish for the record the potential mili- 
tary manpower of the area as a whole? 

Mr. Rusk. We will submit that for the record. 
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(The information is as follows :) 


The estimated potential military manpower of the area of southeast Asia and 
Formosa totals 46,196,000 males between the ages 15 and 49 years of age. Of 


this total it is estimated that approximately 23,030,000 would .be considered 
physically fit. 





OUTLINE OF PROGRAM 


Mr. Gary. The program for Indonesia calls for the expenditure of 
$8,000,000. Will you give us an outline of this program, Mr. Griffin’ 

Mr. Grirrin. There, again, in public health we have $2,600,000, 
most of which is for the reconstitution and the rehabilitation of their 
public health plant, for the training of additional people to carry on 
public health services on behalf of the Government, for the restoring 
of the village services that the Dutch used to conduct when they con- 
trolled the colony prior to the war, and for bringing trainees to this 
country and providing technical assistance there. 

There is an agriculture, forestry, and fisheries program which is the 
most extensive of our operations there, and which requires a heavy 
use of counterpart from the Indonesian Government. 

I might invite your attention to the fact that in the case of Indo- 
nesia there are no supplies in the way of salable commodities. There- 
fore, our program is not doing anything toward financing its operation 
locally or furnishing supplies as the European programs have done. 

The Indonesian Government has to put up counterpart against the 
entire program operation here on a commensurate-value basis. 

The handicraft, manufacturing, mining and other small industries 
in this program all are in the nature of pilot projects which the mission 
undertakes to set up in order to prove their practicality and their use 
in the economy, and particularly to give courage to the Government to 
carry on with them. 

We have a situation in Indonesia where the country has been fairly 
well stripped of the administrative and technical leadership which it 
had had as a colony and which had resulted in an insufficient training 
of Indonesians to take over the responsibility of a free and independ- 
ent country that has over 3,000 lineal miles of land and sea, and a 
population in excess of 75 million people, and a very complicated 
structure of international trade for any of those countries in that part 
of the world. It is in fact a very great empire which the Indonesia 
people have in their hands and are now trying to discover the means 
to administer. 

The chief purpose of our program there is to assist them in defining 
those needs in developing means. 

For instance, there again is a place where we have an engineering 
firm which works, chiefly, with the Ministry of Commerce and Indus- 
try. The reasons for that project having been adopted for Indonesia 
in the original plan was the fact that this Ministry did not have a 
structure of technical assistants to assist in its planning operations on 
whom it could rely. Therefore, they proposed that the United States 
Government arrange a contract with an American engineering firm for 
that purpose. 

This is to quite an extent a technical assistance type of program 
which is heavily augmented with supplies so when they get an opera- 
tion started they can see it through, supply it, and meanwhile build 


up the administrative services within the Government so that they 
can carry it on. 











1d 
of 


of 
1? 
0, 
ir 
on 
1g 
n- 
11S 


595 





Mr. Couvert. Are American Government agencies in effect taking 
over what the Dutch used to do? 

Mr. Grirrin. No, sir. That is not our purpose or program. In the 
first. place, you cannot take over with 75 Americans what 

Mr. Coupert. I do not mean that literally and in detail. I assumed 
that the kind of technical advice you are giving must have been sup- 
plied by some agency prior to the war. 

Mr. Grirrin. Very largely by the Dutch; yes. 

Mr. Couvert. That is what I mean. I mean furnishing the kind 
of leadership and advice and information that the Dutch used to 
furnish. 

Mr. Grirrin. That is right, and plenty of Dutch stilldo. There are 
many Dutch still in Indonesia. The place would have had the bottom 
fall out of it if it had not been that thousands remained. 

Mr. Covupert. Have Dutch investments been very largely held in- 
tact by the Dutch owners ? 

Mr. Grirrin. Yes; very largely. 

Mr. Coupert. So that there is very large measure of Dutch control 
in industry and agriculture? 

Mr. Grirrin. Yes. 


PUBLIC ADMINISTRATION 





Mr. Wiccieswortn. What are you going to do with the $400,000 
which is for public administration ? 

Mr. GrirFin. I will give you the details on that, sir. 

The public administration is broken down into three categories: 
One, for a public administration school which will conduct classes in 
public administration for the younger bureaucrats in the Government 
of Indonesia. One is for furnishing public administration specialists 
that will assist them in government organization problems. 

Mr. Wiceteswortu. How many ? 

Mr. GrirFin. There cannot be more than eight according to this 
figure of $100,000. Then, in the third place, there is $200,000 for fel- 
lowships to be given to Indonesians, members of the government who 
will come here and be with the Bureau of the Budget, with the Col- 
lector of Internal Revenue, and various agencies of the United States 
Government to learn administrative processes here. 

Mr. Wiccteswortu. Is any other government putting in economic 
aid to Indonesia ? 

Mr. Grirrin. All the United Nations specialized agencies seem to 
have a considerable interest in Indonesia. It is the only place in that 
part of the world where they have a sort of chief of mission of their 
own, a representative of the United Nations headquarters. Among 
other things UN at the present time is working on a tuberculosis 
demonstration control program, and there are several projects run by 
UNICEF in conjunction with the Indonesian Ministry of Health. 
We also participate in that. 

They are working out jointly with us this matter of the School of 
Public Administration. 

They have a small industry development project which is partici- 
pated in also by the United Nations Technical Assistance Board, the 
Indonesian Government, and by our mission. In addition to that, in 


their augmented program they have this resident representative that 
I spoke to you about. 
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They have in agriculture and forestry seven experts, and are pre- 
pared to send seven fellows from there to other countries. 

They are establishing a fundamental education center, by UNESCO, 
which will have four technical assistance experts. 

WHO has public health and malaria-control operations there, with 
seven people. : 

ILO is furnishing one labor policy expert. 

There will be five civilian aviation experts, also. 

It adds up to a total of 27 from those agencies and the U. N. itself, 
and 21 fellows to be returned to European countries or elsewhere for 
further studies. 

Even this is not complete, to my personal knowledge, because I 
know that UNICEF is operating there with a yaws health team, 
which is doing rather good work on a small scale. We did not under- 
take any yaws work on account of the operation of the UNICEF team. 

Mr. Covuperr. Off the record. 

(Discussion off the record.) 


U. N. PROGRAM 


Mr. Wiceteswortu. Has the U. N. program increased materially 
as compared to fiscal 1951? 

Mr. Grirrin. I am unable to tell you that now, sir. I will try to 
find the information. I think it will be an increase, because they are 
establishing more agencies and more teams are there than they 
had in the previous year. 

(The information is as follows :) 


The first fiscal period of the U. N. expanded technical assistance program is 
an 1S-nonth period, which has not yet expired. It extends from July 1, 1950, 
to December 31, 1951. For this period a total amount of approximately 320 
million has been pledged. 

The second fiscal period of the U. N. expanded technical assistance program 
will be the 12-month period of calendar year 1952—from January 1 to December 31, 
1951. Calculations for this period are premised on a further sum of $20 million. 
It is, therefore, anticipated that for the two periods together a total amount of 
$40 million will have been contributed to the U. N. expanded technical assistance 
program. 

It is anticipated, however, that the rate of expenditure (reflecting the volume 
of activity) will be greater during the second fiscal period than it has been 
during the first owing to the fact that, during the first period, the U. N. expanded 
program has been getting under way. By the end of the first fiscal period 
(December 31, 1951), it is estimated that the U. N. agencies will have spent ap- 
proximately $10 million. During the second fiscal period, it is anticipated that the 
U. N. agencies will spend approximately $27 million—which, with the addition 
of $3 million for a reserve fund, will bring the total expenditures for the two 
periods to the total amount of $40 million. 

So far as any specific country is concerned (e. g., Indonesia), it is not possible 
to give definite figures. It may be assumed, however, that the proportionate in- 
crease in the total program, as described above, will be roughly reflected in 
individual countries. 

It should be noted that the figures given above relate to the U. N. expanded 
program. Technical assistance activities are also carried on to a lesser degree 
under the regular budgets of the U. N. agencies. These regular activities may 
be expected to continue without significant change. 


. 


Mr. Grirrix. I might mention at this time in passing that one of 
the difficulties that technical assistance of the type provided by some 
of these U. N. agencies runs into inevitably in these countries is the 
fact that they arrive, they are full of ideas, they want to do something, 
they want to advise the Government, and they have not any tools 
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to work with. Therefore, you find a reasonably substantial number 
of highly qualified people who are trying to make work for them- 
selves because of the lack of equipment with which to work. 

May I say this off the record ¢ 

(Discussion off the record.) 


REPUBLIC OF THE PHILIPPINES 


Mr. Gary. The next country is the Philippines. 

Mr. Rusk. Mr. Chairman, the Philippine Republic is a country 
of 20 million population which has historically a close and intimate 
association with the United States. As you know, it is a constitu- 
tional Republic established on the 4th of July, 1946, with a structure 
of government very similar to that of the United States. They are 
at the present time going through their congressional elections, which 
will be held in November of this year. 

The extent of the interest and commitment of the United States 
in and to the Philippines would be hard to overstate. It is sometimes 
said that the most effective treaties are those which merely register 
existing facts. From that point of view the recent United States- 
Philippine Mutual Defense Treaty signed in Washington just prior 
to the San Francisco Conference did register an existing fact of the 
greatest importance. 

The United States cannot afford to iet the Philippines go down 
before the prospect of indirect or direct aggression in the Pacific. 
That arises not only out of our long historical association and our 
political commitments to those people, but also our own most vital 
security interests in the Pacific. 

Again, as in some of the other countries in the area, our basic prob- 
lems are two. First is the problem of domestic internal security; and, 
second, the problem of organizing effective institutions to get the 
work done in running their own affairs. 

The threat of internal disorder stems primarily, although not en- 
tirely, from the Hukbalahap movement, the Huk movement, which is 
a Communist-led movement and which we know is continually being 
stimulated by outside Communist elements. We believe that the vig- 
orous steps taken by President Quirino and Secretary of National De- 
fense Magsaysay during the past year, including some reorganization 
in the Philippine armed forces and some increase not only in the 
number of units in the armed forces but in their equipment and 
training, have altogether made substantial headway against this Huk 
threat. We cannot expect that threat to be eliminated quickly, and 
we will continue to see incidents of one sort or another plaguing the 
government and plaguing the area, particularly in Central Luzon. 
However, I think we can report that the threat of the Huk movement 
in the Philippines as of now is considerably reduced over that of, say, a 
year ago. 

_ On the other side, the question of political and economic organiza- 
tion of the country itself is very important. About 2 years ago a com- 
bination of factors indicated that the Philippine economy was headed 
downhill at a very sharp rate. Its loss of foreign exchange, difficul- 
ties with its export program, its inadequate tax collection system had 
resulted in an extreme dislocation of public finance and considerable 
economic disorder throughout the country. 
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The Bell mission was sent over from the United States to take a 
look at the situation. It came back and made a report to this Govern- 
ment, which we immediately shared with the Philippine Government, 
and that report contained in it some very specific and tangible sug- 
gestions about the improvement of the situation. Since that time the 
Philippine Government has reinvigorated its own activity in the eco- 
nomic field. It has passed new tax legislation which brought about 
a sharp increase in tax collections. There was from this point of view 
a fortunate rise in some of the prices of important Philippine products 
on the world market, so that they got to some extent a windfall type of 
assistance in that direction. 

And there also came to be on the part of the political leadership 
generally, a realization that the time had come for them to get right 
down on the job of putting the Philippines in running order. 

The Bell mission recommended a program of technical and eco- 
nomic assistance to the Philippines in connection with steps which the 
Philippines themselves would take on their own behalf. The military 
part bt the program is directed toward the building up of the Philip- 
pine armed forces to deal primarily with the internal security problem. 
The economic part is to carry on the measures which were initiated by 
the Bell report for the economic and social strengthening of the 
country. 

We are glad to report that the EMippae Government, although 
acting independently from the point of view of its foreign policy, 
nevertheless has been giving strong and consistent support to the anti- 
Communist forces in the world and in that sense has been a most 
effective and helpful ally. 


PROGRAM FOR THE PHILIPPINES 


Mr. Gary. The program for the Philippines contemplates the ex- 
penditure of $32 million, $15,900,000 of which is for maintenance of 
essential supplies. Can you give us a break-down of that? 

Mr. Grurrin. Yes, sir. 

While that page is being looked up, my I add something here which 
I think is very pertinent to the case of the Philippines? 

This is the only country that we have ever required to make a sub- 
stantial commitment in advance of receiving any American aid 
whatsoever. 

When the Foster-Quirino agreement was arrived at they were put 
en the spot to develop the yield from their tax system most substan- 
tially. They increased their tax revenues by 60 percent as a result 
of one legislative session, which is a record for almost any country. 
They are moving into this fiscal year for the first time, I believe, since 
the war with a good prospect of a balanced internal budget. 

In addition to passing this tax legislation and committing them- 
selves to further tax reforms, which we are all much interested that 
they should do, they passed minimum wage legislation as a result 
of the Foster-Quirino agreement, which had a great morale effect 
upon both the urband and the country labor. 

They also committed themselves by a joint resolution to show con- 
tinuing interest in the implementation of the various other recom- 
mendations of Daniel Bell‘s report. 





599 


Mr. WiceteswortH. What was the consideration? In other words, 
what did we undertake? 

Mr. Grirrin. The only consideration that was involved, sir, was 
that the President of the United States would recommend to the 
Congress of the United States a program of economic aid along the 
lines of the Bell recommendations. The Bell recommendation for 
aid was for $250 million over a 5-year period, which would be com- 
posed of grants and loans. 

The ECA is working in close collaboration with the Export-Import 
Bank in the programming of a combined program of grants and 
loans. The Export-Import Bank has recently had a team in the Phil- 
ippines which worked very closely with our mission, and they have 
left one of their members behind to continue to work on the program- 
ming of the loan component of the aid. 

Mr. Wicetrswortu. When was the agreement made? 

Mr. Grirrix. The agreement was signed on November 17, last year. 

Mr. WieGLeswortH. 1950? 

Mr. Grirrin. Yes, sir. 

Mr. Wiceteswortu. Have any loans been made as yet? 

Mr. Grirrin. No, sir. No loans have been made as yet. 

Mr. Wiceteswortn. You cannot tell what, if any, loans will be made 
in fiscal 1952? 

Mr. Grirrin. Not even the bank at this time would know the volume 
of the loans that may be made in fiscal 1952. 

Off the record. 

(Discussion off the record.) 


COMMODITY COMPONENTS 


Mr. Grirrin. To return to your question, sir, on the commodity 
components, they are: fertilizer, $2,850,000; raw cotton, $285,000; 
animal breeding stock, $500,000; Diesel oi] and lubricants, $1,370,000; 
tractors and spare parts, $1 million; other agricultural machinery and 
parts, $2,732,000; bulldozers, scrapers, and other roadbuilding ma- 
chinery and parts, $1,384,000; hand looms and spare parts, $66,000; 
un-manufactured leather, $1,195,000; rubber tires, tubes, hose and so 
forth, $2 million burlap bags, $1,423,000; and then some other salable 
commodities such as wheat flour, fertilizer, raw cotton, seeds, and 
animal breeding stock. 

Mr. Gary. Why should we send the Philippines burlap bags when 
most of our burlap comes from India and we have a shortage of it 
and they are closer to India than we are ? 

Mr. Grirrin. Well, I might remark that we have been endeavoring 
to follow a program, so far as we could, whenever any scarce materials 
are concerned, of offshore purchases. For instance, this whole pro- 
gram that we have been relating to you today will result, in our 
opinion, in more than $40 million worth of purchases in Japan. It 
can also result in the purchase of burlap bags in Japan. It can also 
result in the purchase of burlap bags is India directly. 

In short, our purpose in this supply program is to meet needs of 
that community for salable and productive commodities. You will 
note that most of this list I read to you goes into industry for fabrica- 
tion or goes into farming or industry for production. 

89249—51—pt. 3-—6 
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We need a very large local currency program to finance our opera- 
tions in the Philippines. If you will note on the lists of projects, over 
$10 million is devoted in that country to agricultural projects in the 
fiscal year, which is more than three times what we are doing for any 
other country in southeast Asia. The purpose of that is obvious to 
those who know the internal political and social conditions ‘n the 
Philippines ,where the Hukbalahap movement is recruited out of the 
farmers of the Philippines. 

The purpose of this program is to move right into the rural areas 
of the Philippines with the greatest possible impact in improving the 
conditions of the rural workers and peasants. That requires a very 
large peso component to the program. We estimated originally 
that this local currency cost would be from 21% to 3 times the amount 
of actual dollar expenditures on program purposes. 

The Philippine Government is putting up its counterpart, also. 

This commodity operation there, therefore, generates two things. 
First, it adds to the productivity of the community in itself. No. 2, 
it provides the local currency component that we need for fast-mov- 
ing campaign among the farmers of that country. 

Mr. Wiccieswortu. Does that mean that the Philippine Govern- 
ment puts up the equivalent of every dollar that it receives under 
this economic program ¢ 

Mr. Grirrin. Yes, sir, except that we waive the requirement in the 
case of dollars spent on technical assistance. And the legislature has 
already voted 50 million pesos for the local currency counterpart 
fund. 

Mr. WiecLesworru. Are there other countries that do that? 

Mr. Grirrry. This is the first time that any legislature has voted a 
fund in advance of delivery of goods. In fact, the cooperation of the 
Philippine Government has been very remarkable. 

Mr. Wiccieswortn. The Philippines are the only one of the gov- 
ernments we are talking about here which puts up counterpart funds? 

Mr. Grirrry. Oh, no, sir. All the governments of the area do. 

Mr. Wice.eswortu. The counterpart principle applies to all these 
governments ¢ 

Mr. Grirrty. Yes, indeed. 

Mr. Wiceteswortu. So far as economic assistance is concerned ¢ 

Mr. Grirrin. Yes, sir. 

Mr. Covuperr. Can the Philippines become economically self-sus- 
taining? 

Mr. Grirrin. Yes, indeed. 

Mr. Covuperr. Are they now economically self-sustaining, funda- 
mentally ? 

Mr. Grirrix. Fundamentally they are. 

Mr. Coupert. That is all I want to know. 


PUBLIC ADMINISTRATION 


Mr. Wiccteswortu. Why should we have to send people out there in 
public administration, to the tune of a half million dollars? 

Mr. Grirrin. I will say this. 

The Philippine Government has been very short of sufficiently 
highly trained technical personnel for the effective operation of its 
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various branches of Government. That is the reason why they are 
requiring of us a great degree of technical assistance right within 
their Government, and why we are most cheerfully offering to provide 


It. 
Off the record. 
(Discussion off the record.) 


EXPORTS AND IMPORTS 


Mr. Gary. They have had a very substantial step-up in both exports 
and imports, apparently, over the prewar period. ; 

Mr. Grirrin. Yes, sir. They have a very good production record. 
If you would like further information on that, I have some. 

One of their worst difficulties, of course, is in the field of the agricul- 
ture of the common man in the Philippines, namely in the production 
of rice. 

In our country we produce about 2,400 pounds of rice per acre on the 
average. The Japanese produce about 3,300 pounds per acre. The 
people in Formosa are up to over 2,100 pounds per acre. Yet the 
Filipino raises only about 980 pounds per acre. 

Mr. Covupert. And that after 50 years of American occupation and 
technical assistance. 

Mr. Grirrin. This agricultural program, as I have said, is pretty 
heavily supported with the importation of fertilizer. We expect, with 
the use of this fertilizer, and with the small irrigation-well develop- 
ment that I can tell you more about if you wish, within 2 years to have 
the Philippines self-sufficient in rice. 

Actually the Philippines are importing approximately 100,000 tons 
of rice a year in a country where they should wade knee deep in rice. 

Another thing about technical assistance in the Philippines is this: 
They really want us. That is one place in the world where we can go 
and find that people remember us with a great kindness and no little 
degree of affection. They are very, very keen to work with us. 


THAILAND 


Mr. Gary. The next country is Thailand. 

Mr. Rusk. Mr. Chairman, Siam or Thailand is a constitutional 
monarchy with a population of approximately 19 million people lo- 
vated in the heart of southeast Asia. Comparatively speaking it is an 
island of stability in the middle of a PME neighborhood. 

The Siamese Government is the most stable in southeast Asia. More 
than that, it has definitely lined up with the United Nations and with 
the United States. The foreign policies of some of these countries in 
the area appear at times to be equivocal. That cannot be said of 
Thailand. Thailand was the first government in that area to step out 
in support of the United Nations effort in Korea and dispatched as 
quickly as it could a contingent of both ground and naval forces to 
that fight. 

Thailand was the first Asian country to recognize the three asso- 
ciated states of Indochina. 

We have found them in every respect friendly and cooperative and 
fully aware of the nature of the threat which faces them as well 
as us. 
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One of the particularly worrisome problems is the presence in that 
country of a large Chinese-minority community. That large resi- 
dent Chinese population provide a fifth-column opportunity which 
the Chinese Communist Party is making every effort to exploit. 

In addition to that, the large group of Indochinese in Thailand 
along the frontier are adherents of the Communist-controlled rebel 
leader, Ho Chi Minh. 

The country itself is basically in a favorable condition insofar as its 
ability to support its population is concerned. It has natural resources 
of importance, and we believe that if it is able to put its economic 
house in somewhat better shape that it will be able to carry on without 
particular outside assistance except in the shape of credits. 

In its security forces we find that they are well organized and to a 
considerable extent well-trained, but their equipment is of a great 
diversity and is obsolete in character. If they are to put themselves 
in a position to maintain order throughout their rather extensive 
territory and to deter in any sense the temptation of attack from the 
outside then that army, navy, and air force must be brought up to 
a higher state of operational efficiency. 

Their military budget is about 20 percent of their total budget, and 
we believe that that percentage will probably rise in the course of 
the next year or two. 


STRENGTH OF ARMED FORCES 


Mr. WiccLeswortH. What is the strength of their armed forces? 

Mr. Rusk. Off the record, sir. 

(Discussion off the record.) 

Mr. Rusk. Their males between the ages of 15 and 49 are estimated 
to be about 4,600,000, of whom approximately half are considered 
physically fit. 

We believe that Thailand is somewhat in the position of a country 
like Indonesia, in that it has within its own borders the resources 
which, if developed quickly, can take care of its own situation. 

We believe, also, that Thailand is potentially a bankable country, 
in that it should attempt in the longer run to meet its legitimate 
economic needs by credit arrangements. However, the immediate 
situation calls for considerable economic and military assistance to 
strengthen them under the pressures of the threat which is of a violent 
sort in the country next door, and which would be of the greatest 
importance to us if in fact the situation in Indochina did not develop 
favorably. 

Therefore, we are asking for a military assistance as well as an 
economic assistance program for that country. You will notice that 
the economic assistance program is somewhat smaller than some of 
the others, but that is basically because the resources of that country 
can be mobilized effectively to meet their most pressing requirements. 
This deals with breaking bottlenecks, providing technical assistance, 
or putting us in a close working relationship or partnership with 
them, as we move toward strengthening the entire area of southeast 


Asia. 


REASON FOR STABILITY OF THAILAND 


Mr. Coupert. What is the explanation of the comparative stability 
of Thailand as compared to the others? 
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Mr. Rusk. I think it is probably because of the fact that it has not 

been through a colonial experience in recent years. It has had an 
independent status for hundreds of years. Therefore, it has not been 
forced to the most violent nationalistic upsurge due to colonial expe- 
rience. 
‘ You will recall that Thailand did not attempt to offer vigorous 
resistance to the Japanese in 1941. The country was occupied quickly 
and peacefully by the Japanese, and the occupation of the Japanese, 
therefore, was not as vicious in character as it was in some of the 
other countries. 

I think, also, there is an explanation in the religious solidarity 
between the Thai people and their public institutions, which is an 
element of stability in a situation of this sort. 

I think those are the principal reasons. There may be others, Mr. 
Congressman, that I have overlooked. 

Mr. Couperr. Thank you. 

Mr. Gary. They export substantial quantities of rice 

Mr. Rusk. Yes, sir. One of the important elements in the Thai 
situation is that that country is, next to Burma, the most productive 
member of the so-called “rice bowl” of southeast Asia and is conse- 
quently an object of very great interest to Communist China. If 
Communist China could seize this great rice bowl it would greatly 
increase the potential of China itself. 

Conversely, the ability of the free world to get exports of rice out 
of Thailand for such places as Japan and the Philippines and other 
areas makes it a country of considerable importance to the rest of us. 


ECCNOMIC PROGRAM 


Mr. Gary. The program for Thailand calls for an expenditure of 
$7 million. Will you give us the chief features of that program, 
please ¢ 

Mr. Grirrin. Yes, sir. 

I would like to invite your attention there, too, Mr. Chairman, to 
the fact that no supplies are brought in on that program for the 
purpose of generating any local currency. Therefore, this is dis- 
tinctly what you might call a classic case of a government which will 
put out most heavily in order to make this program work. 

I have here the mission’s estimated local costs of the program; that 
is, the cost in local currency for fiscal year 1952. It amounts to the 
equivalent of $33.5 million. 

The local cost of their support of the transporation of the trans- 
portation program alone will amount to the equivalent, in bahts, of 
$25 million. The local cost of their support of their public health 
program, in dollar equivalent, would amount to over $5 million. 

The total cost which it is estimated that they will be called upon 
to bear, to make these programs operate effectively in fiscal 1952, 
will be, as I said, $33.5 million in local currency. This is decidedly 
a case of very strong self-help. 

Now, this program again is divided into two main parts. There is 
public health, which is one service in which that Government had been 
retarded through the generations; and second there is agriculture, 
forestry, and fisheries, where we have $2,310,000 for fiscal 1952. 

I might explain to you that at Bankhen, which is the agricultural 
college on the outskirts of Bangkok, the American aid program has 
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been developing what is in effect the foundation of a land-grant col- 
lege for an Asian country. Probably the most complete thing of 
its sort that any foreign aid has attempted in any of those countries, 
it will be the source of the extension work which will in a highly 
organized way to all parts of that country. 

Thailand is noted as an exporter of rice to the tune now of nearly 
1,600,000 metric tons a year. 

Another very important export is seed-lac, from which shellac is 
made. I think our two chief sources of seed-lac are India and 
Thailand. 

The GSA has just completed a contract with the Thai Govern- 
ment for the entire rubber production of Thailand amounting to in 
the vicinity of 120,000 tons of raw rubber a year. In that field as well 
we have technical assistance, in order to improve the processing of 
the rubber. 

We have technical assistance in the farm field in order to see, for 
example, if more seed-lac can be produced in the country. The 
capabilities of increasing agricultural production in Thailand are 
very great, because Thailand is.a country of approximately 200,000 
square miles of land, a very large part of which is not only good agri- 
cultural land but land which is susceptible to intensive irrigation. 
Its people are moderately industrious and it is not overpopulated. 

The road program looks somewhat small here in terms of dollar 
aid but is of very great importance in our position in Thailand 
because of the military support that is in it. Also, the local currency 
cost of it is high. 

It follows up on our road program of fiscal year 1951 which was 
comparatively small for the extent of what we want to do. In cost 
of materials, I believe it was something over $900,000, 

However, due to the difficulties and delays in securing scarce equip- 
ment of that sort, we found out that we could obtain factory rebuilt 
highway equipment that was entirely satisfactory for this use. We 
convinced the Government of Thailand that it was the practical thing 
to do and our deliveries, from fiscal year 1951 funds, of highway 
road-building equipment will almost all be factory rebuilt. 


BASIS FOR PROGRAMS IN VARIOUS COUNTRIES 


Mr. Wiccieswortu. Let me ask you this general question. When 
economic aid to Europe was justified before this committee, there was 
a yardstick used largely in terms of balance of payments, in respect 
to each of the countries concerned. What is the basis of determining 
the amounts, generally speaking, as between the various countries 
in this area? 

Mr. Grirrin. I think that is really a political question that Mr. 
Rusk might answer. 

Mr. Rusk. I will be glad to comment on that. There is not a single 
yardstick which could be applied to all the countries in this general 
area which would bring you out to these several figures which are 
offered here and on which we are requesting appropriations. 

Each one of these countries is in a very special position and requires 
a considerable analysis not only on the economic side but on the 
military and security side. 
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For example, to discuss the balance-of-payments situation for a 
moment in a country like Burma or Indonesia or Thailand, where they 
have domestic products which are readily salable on the world market, 
it would be possible for them to build up a favorable international bal- 
ance of payments in the face of a disastrous situation inside their own 
countries, because they would not be importing the elements which 
would be required to support the necessary standard there. I think 
that the standard of life and the economic order in Western Europe 
make the international balance-of-payments yardstick somewhat more 
applicable than it does to these new countries in the Far East who have 
not settled down to an orderly assessment of their resources and the 
development of adequate public financing, and a basis of popular ex- 
pectation related to their present level of production. 

We tried to carry out several factors. In certain countries it was 
necessary to give direct economic support to a straight military opera-. 
tion, as in Formosa, or Indochina. In certain countries the emphasis 
was on the technical assistance that would be required to get their in- 
stitutions of government into reasonable operation. In other countries 
the problem was to break certain economic bottlenecks so that their 
resources could be mobilized as quickly as possible and so that they 
could get off of an assistance program themselves. 

So I think I would be quite misleading if I should attempt to claim 
that there was a single standard which would produce the figures for 
the various countries. I can say that as we gave screening to these 
figures, they were sharply reduced from those figures which those who 
were directly involved in the area throught would be useful and prof- 
itable for us to try to undertake. 

Mr. Wiceiesworrn. It is fair to say, then, that this table represents 
the best application that you can make of the over-all total in the 
authorization bill as between the several countries concerned ? 

Mr. Rusk. That is our judgment now of the situation, Mr. Con- 
gressman, 

Mr. WiccLeswortu. That is really the way the individual figures 
were arrived at ? 

Mr. Rusk. I do not think that the individual figures were arrived at 
by cutting up the over-all figure. I think it was the other way around. 
I remember in my own analysis of the development of certain of these 
country programs that they were dealt with country by country and 
that in preparing the bill, they did come up to the figure which was 
the basis for the proposals made for the authorizing legislation; the 
present figure is what is left of the original proposal. 

_ I would be glad if Mr. Griffin would either confirm or correct my 
impression, if that is wrong. 

Mr. Grirrin. That is entirely correct, because no system of propor- 
tions as between countries was used but the programs were derived 
from an analysis on the ground according to the needs that we felt 
should be met, and should be met promptly, and consideration was 
given to the capacity of each country to finance itself. 

Mr. Wigciesworrn. To what extent are these programs outlined 
on page 63 of the justifications subject to change assuming the total 
amount were made available? 

Mr. Rusk. I can speak broadly on the strategy of our effort in 
the entire area, Mr. Congressman. Mr. Griffin may wish to comment 
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on the strictly economic side of it. This effort, broadly speaking, is 
an integrated single effort to try to build the security of the area and 
bring some degree of stability to the area. If the nature of the threat 
from outside the area should change sharply in direction, or if a situ- 
ation developed of a fresh and perhaps unexpected type of crisis 
in one of the particular countries, it may be necessary to make some 
adjustment in these programs in order to use the resources we have 
to meet the new situation. As we now can see the situation develop- 
ing this is approximately the way on which we would hope to proceed. 
{r. GrirFin. One difficulty in the adjustment of programs between 
countries rather than within countries lies in the manner in which 
our programs in the Far East originate. We cannot originate them 
out of a balance-of-payments figure or out of a supply situation in 
the country—out of shortages of onetthing or another in the way of 
commodities. We originate these project programs by consultation 
with the governments in question, within what we consider are rea- 
sonable limits that would be acceptable to the executive branch and 
to the Congress of the United tates in relation to the foreign policy 
of the United States in those areas. ; 
Therefore, to arrive at. an approximate $7 million program in proj- 
ects of this nature, we have to know that that government is inter- 
ested in projects of that kind, and also the extent of the local currency 
support that they are willing to give, because we cannot on our part 
pledge the Government of Thailand to this very enormous local cur- 
rency support which is implied in this program. There must be their 
willingness to spend that much of their own resources in order to 
implement a program which they feel is vital for their country. 
Therefore, if we thought it advantageous to add $2 million to 
Indochina and take it away from Thailand, I think the Government 
of Thailand might understand that the Congress of the United States 
can take anything away that it wants, but it would not understand the 
Director of MSA, for instance, saying, “I am going to take this away 
and give it to another country.” It would be very hard to explain. 
Within a country we must maintain the programs in a flexible way. 
Otherwise, both that Government and we are rigidly committed to 
carrying out each one of these things as stated, whereas circumstances 
might take place in that country where it would be much more ad- 
vantageous from the United States point of view and from their 
point of view for us to change the emphasis within the program. 


BURMA 


Mr. Gary. The next country is Burma. 

Mr. Rusk. The last country for which the Bureau of Far Eastern 
Affairs has responsibility within title ITI is Burma. The Union of 
Burma was established as a republic on the 4th of January 1948. It 
has a population of about 19 million people, of whom 5 million are 
males 1 sen the ages of 15 and 49, and about half of those could 
be considered physically fit. 

Burma was for 100 years associated with the British political system 
and came into a role of complete independence out of that British 
Commonwealth structure. It is not a member of the British Com- 
monwealth of Nations, although it has very close and friendly rela- 
tions with India, Pakistan, and Ceylon, neighbors, which are members 
of the British Commonwealth. 





There are the same types of problems confronting the new Govern- 
ment of Burma as we have found in several of these other countries. 
The new Government did not inherit from the British political system 
a large and well-trained institutional structure for the Government it- 
self, again partly because Burma was administered as a part of India 
for a long time and the Indian civil service had been given respon- 
sibility for the administration of the country. The new Government, 
therefore, had to call upon comparatively inexperience people for the 
organization of its essential services. 

Further than that, Burma has within its borders a great racial 
diversity, with the Burmans in the south, the Karens in the South 
and east, the Shans in the east central portion nearest China, the Chins 
in the northwest, and the Kachins in the north and northeast. 

These groups differ basically in their racial structure, to some ex- 
tent in their religion, and to a very definite extent in their political 
loyalties and affiliations. 

Complicating this problem of divergent groups within Burma itself 
has been the presence of two Communist parties, one of them in direct 
association with the international Communist movement; so Burma 
has been, with its weaknesses and its disorders, a fruitful place in 
which these Communist groups can operate. 

Since the war there has been a great problem of bringing Burma 
under the most elementary domestic security. In the last year and a 
half there have been considerable improvements brought about by 
increasing the vigorous action on the part of the Government in Ran- 
goon, and now I think it is correct to say that the major lines of com- 
munication in at least the southern half of the country are under 
Government control, and the principal points in the other parts of 
the country are also under Government control. 

Nevertheless, there are considerable areas which are not under 
Government control; and the situation, therefore, is one of consider- 
able internal danger. 

Burma also is a neighbor of Red China, and its border with Red 
China is in a difficult terrain. Much of the border is undemarcated. 
Much of northern Burma is a matter of dispute between China and 
Burma and has been for decades, and it is extremely difficult for 
any government to put security forces into that wild country through 


which the C-B-I forces during the last war put the Burma Road 
into China. 


Economically, the situation in Burma is potentially good in that 
Burma has resources which should be able in the longer run to main- 
tain an adequate standard of living for its population. It is not con- 
sidered to be a heavily overpopulated country, and its resources have 
in the pe provided it with a workable export surplus. 


Its foreign policy is one of neutralism, based upon several factors. 
The country is weak internally. It has Red China as an imposing 
and powerful neighbor. It is in strong and close association with 
the Government of India. It has come out of the colonial experience 
with perhaps somewhat more bitter memories than some of the other 
areas which we have been discussing. 

_ Further than that, we have had a considerable amount of destruc- 
tion and dislocation in Burma during the war, since, as a last-priority 
theater, the C-B-I Command carried on the war against the Japanese 
in Burma for at least 2 years chiefly by attacks from the air. 
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We do not have in our program any proposal for military assistance 
to Burma. The British have a military mission in Burma and accept 
certain responsibilities for the training and equipment of the Burmese. 

May I say this off the record ? 

(Statement off the record. ) 

Mr. Rusk. On the economic side, we have a program proposed for 
Burma which is somewhat larger than Indonesia and Thailand, be- 
cause the Burmese economy is in a more immediately desperate situa- 
tion than those of the other two countries. They need in Burma not 
only a considerable amount of technical assistance but certain types 
of supply and if we are to break the bottlenecks which prevent them 
from utilizing their own resources. 

Their own internal-security forces will not be able to make headway 
in the country except slowly, because the country is large; the forces 7 
are few and scattered, and the dissidents are widely scattered through- 
out the entire country. 

But we believe, if Burma can be given a period without direct inter- 
vention from the outside—which means from Red China—it will be 
able to continue the progress which has been made during the past ~ 
year and come out with a reasonably orderly society among the free 7 
nations. 





MILITARY STRENGTH 











Mr. Wie6LeswortH. What are their armed forces now / 
Mr. Rusk. May I make that statement off the record ¢ 

(Statement off the record.) 7 

Mr. Rusk. The military budget runs about 25 percent of the total 7 

budget of the country. E 

Mr. Gary. The program for Burma calls for an expenditure of $14. 7@ 

million. Will you give us the details of that program ? q 

Mr. Grirrin. The program in Burma is more varied, as you will 7 

note from this table on page 63. 


PUBLIC HEALTH PROGRAM 
























Mr. Gary. You have a very large pare eere program. 

Mr. Grirrtx. There is a large public-health program. There isa | 
substantial agricultural program, a quite substantial transportation, 7] 
power and public works program; a large handicraft and manufactur- | 
ing program, and an extremely large educational program as compared 
with any of the other countries. 

These programs in their present relationship derive from the very 
strong attitude assumed by the top personnel of the Government of 
Burma and particularly by the Prime Minister, Mr. Thakin Nu, 
regarding the uses to which American aid should be put. They also 7 
are of a kind enabling us to influence the largest number of people 7 
possible in the country. 4 

The Government of Burma has been committed in a very interesting | 
and unusual way to this aid program, unusual for a country that en- =F 
deavors to maintain the high degree of really meticulous neutrality (7% 
that it must maintain because of its position in that part of the world J 
and its military weakness. q 

I want to give you one little statement off the record from a cable 7 
that we received within the month from the embassy. ; 


7 ieee Oo) 


a ee ee ee ee ee ee 
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(Statement off the record.) 

Mr. GrirFin. That is not economic, but it is incidental and inter- 
esting as to the political lineup. 

Mr. Gary. Why is the health item so large? 

Mr. Grirrtn. That again is part of the insistence of the Govern- 
ment of Burma that we help them extend throughout the country with 
the greatest of rapidity a program right to the people, in public 
health; also in their rehabilitation corps, which is a unit that they 
tried to model after the CCC that we had during the depression in 
this country, they have sought to introduce a health program for each 
one of these discharged soldiers, or former enemies that have sur- 
rendered from these opposition movements that are still taking place 
in that country. 

Also it is due to the fact that no country other than the Philippines 
suffered the devastation in World War II that Burma did. Burma 
was twice invaded. Burma was bombed as no other place except 
perhaps Manila. The city of Mandalay was practically wiped out. 
When I was there last there was only one house that had plumbing 
fixtures in it and that was the bungalow in the Swedish match factory. 
The factory was not destroyed. Acres of the city are like an open 
field. The port of Rangoon was demolished by the bombings. The 
railroad communications were constantly under interdiction from the 
air. The bridges on the highways were destroyed. When the British 
retreated out of the central part of Burma they followed a scorched- 
earth policy and all buildings were burned and bridges destroyed, 
and so forth. Therefore, the amount of rehabilitation that has to be 
done in Burma is of such an extraordinary nature that they will have 
several long-term plans and will need very extensive loans as well as 
far greater foreign exchange earnings than they have today in order 
to replace the damage that was done, let alone to improve conditions 
that had existed before the war. 

Mr. Gary. Where is the so-called Hump ? 

Mr. Rusk. It is between Burma and China, along ‘» here [indicat- 
ing on map]. It went from Caleutta up to Assam and from there by 
air across the Hump into Kuming, which is about here [indicating]. 
So it is a great mountain mass that is in here, which goes up to 16,000 
feet and it constitutes what is called the Hump. As a matter of fact, 
the Hump goes practically all the way up the rest of western China, if 
you go that far. 


SUPPLIES 


Mr. Gary. What is this item of supplies, $1,800,000 ¢ 

Mr. Grirrinx. That is the only supply contribution toward this pro- 
gram. Perhaps it is a little insufficient because of the intense interest 
of the Government of Burma to bring all our dollar aid into program 
purposes in the hope that they can finance with counterpart sufficiently 
to carry out our programs. However, this amount of $1,800,000 takes 
care of fertilizer to the extent of $500,000; raw cotton, $500,000; 
agricultural tractors and parts, $400,000; miscellaneous argricultural 
equipment and parts, $100,000; and cement, $100,000. 

In short, even here in the commodity program, it all amounts to 
contributions toward increased productivity in the country. There 
are a few medicines and drugs also included. : 
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TrecrNIcaL AssIsTANCE 


Mr. Wiccieswortn. Does anyone know how much technical as- 
sistance there is in this title as distinguished from other economic 
aid? 

Mr. Murery. Four hundred and fifty thousand dollars’ worth of 
bilateral technical cooperation funds in there to be administered by 
the point 4 program under Dr. Bennett. 

Mr. Wiceeieswortnu. In this title? 

Mr. Murpny. Yes. : 

Mr. Rusk. In the limited legal sense of the term. There is a great 
deal of technical assistance activity included in the economic program 
in ECA. 

Mr. WiceteswortH. Point 4 assistance ? 

Mr. Rusk. Yes; of the point 4 type, enlarged to include the supplies 
where necessary to make that aid effective. 

Mr. Wiccitesworru. Do you know how much there is in the other 
titles ? 

Mr. Murrny. The total in the whole request is $70,256,000, of which 
$6,000,000 is administrative expenses. 

Mr. WicGLeswortn. For point 47 

Mr. Murpny. Yes. 

Mr. Wiceteswortn. When you get the record, break that down by 
titles for us. 

(The information is as follows:) 


Technical cooperation programs in MSP 1952 estimate proposed for administra- 
tion under authority of act for international development 


Title I—Europe: 
Multilateral technical cooperation $342, 000 
Administration___.________ RUT ASR oe NE 6, 000, 000 
——————. $6, 342, 000 
Title II—Near East and Africa: 
Bilateral technical cooperation 32, 806, 000 
Multilateral technical cooperation 3, 744, 000 
——————— 36, 550, 000 
Title I1I—Asia and the Pacific: 
Bilateral technical cooperation 450, 000 
Multilateral technical cooperation 4, 914, 000 
5, 364, 000 
Title [V—American Republics: 
Bilateral technical cooperation 18, 000, 000 
Multilateral technical cooperation 


Recapitulation for all titles: 
Bilateral technical cooperation 
Multilateral technical cooperation 
Administration 


Mr. Morreny. Yes. It is the amount of each title that is shown as 
bilaterial technical cooperation. 

You will notice as we work it through the book there is that figure 
all the way through the record. 


SPECIAL TRAINING FOR PUBLIC HEALTH OFFICERS 


Mr. Gary. How about this undistributed item of $246,000? 
Mr. Grirriy. In order to develop a pool of public health officers, 
the Public Health Service had to make a collection of persons deemed 
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qualified for special training for work in the Far East, and they 
asked for money with which to do it and we advanced to them $246,000 
for the cost of creating this pool and screening these public health 
officers through 3 months of educational work at Harvard University 
and some other places, and getting out of it a number that proved to 
be suitable for southeast Asian work. 

One of our great difficulties is getting suitable people and getting 
them promptly, because there is a lot of hardship to the service out 
there and if people are not the kind that adjust properly they can do 
more, harm than good, so the selection of these people is necessarily 
slow and progress is slow. It has retarded us somewhat. 

Mr. Wicecteswortu. In the language of this title I notice, first, 
there is— 
not to exceed $50,000,000 of funds appropriated pursuant to this section (ex- 
cluding balances of appropriations continued available) may be accounted for as 
provided for in subsection (a) of said section 303. 

That apparently refers to the United Korean Reconstruction 
Agency. 

Mr. Morrny. Off the record. 

(Discussion off the record.) 


TRANSFER TO ECONOMIC AID TOTAL 


Mr. Wicctrswortu. In section 303 there is this language: 


not to exceed 50 percent of the total of the appropriations authorized by this 
section may, when determined by the President to be necessary for the purpose 
of this act, be transferred to and consolidated with the appropriation authorized 
by paragraph 302 (a). - 


That means 50 percent of $45,000,000 may be added to the economic 
aid total of $237,500,000? 
Mr. Moureny. That is correct. 


COUNTERPART FUNDS 


Mr. Wiccieswortn. Also, under section 303 (d), I notice reference 
to a special account established pursuant to paragraph (2) of article 
V of the agreement of December 10, 1948, between the United States 
of America and the Republic of Korea shall be used in Korea for 
such purposes as the President determines to be consistent with the 
United Nations program for assistance to Korea, and do you know 
what the amount of that fund is now ? 

Mr. Rusk. Those, I believe, are counterpart funds for earlier ECA 
assistance in Korea, and I will have to get you the information. 

Mr. Wiceieswortu. Will you furnish that for the record, please? 

Mr. Rusk. Yes. 

(The information requested is as follows :) 

The fund amounts to 109 billion won. Although no actual dollar value has 
_ been established for this fund, on the basis of a hypothetical rate of 6,000 won 
to the dollar the value of the fund would be approximately $18.2 million. 

Mr. Wiceieswortn. I do not know what I have asked for, but I am 
anxious to have a statement of obligations and expenditures by month 
for the fiscal year 1951 and the individual months of fiscal year 1952 
for all the titles of this act, and I would like to have them as 
promptly as possible in view of the desire to expedite action on the bill. 
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Mr. Murpry. We have inserted in the record already in wigs OE to 
your request several tables giving information of that type. I do not 
know that it was broken down specifically by titles. We have the 
work sheets. 

Mr. Wiceeieswortu. I would like to have them by each title. 

Mr. Murpny. We can provide those. 

(The information has been included in the record. ) 


KOREA 


Mr. Gary. We will now take up the program for Korea. This, as 
I understand it, is a contribution to the United Nations Korean Re- 
construction Agency; is that correct? 

Mr. Rusk. Yes, sir. 

Mr. Gary. And $45,000,000 is requested which, added to the esti- 
mated unobligated balance of $50,201,000, will give $95,201,000; is 
that correct? 

Mr. Rusk. Yes. 

Mr. Chairman, the contribution to the United Nations Korean Re- 
construction Agency is a request which involves both our far eastern 
policy and our United Nations policy. 

Mr. Graham Hall, Specie! Assistant to the Assistant Secretary for 
United Nations Affairs, is here as an expert witness on that subject. 

I have general responsibility for our policy toward Korea in its rela- 
tion to the far eastern situation as a whole and have commented at 
some length already before the committee on some of that situation. 
I assume that the committee would not wish me to repeat what has 
already been said earlier in the testimony. I shall therefore try to 
concentrate on the specific purpose for which this appropriation is 
being requested and suggest that the committee may then wish to hear 
from Mr. Hall. 

The proposed appropriation for the reconstruction of Korea is not 
now based upon the earlier long-range program for the rehabilitation 
of Korea which the United States supported for the 2 years following 
the end of our occupation of that country. 


PURPOSE OF PROGRAM 


The present program is to bring to a successful end the resistance to 
aggression in Korea. We do not believe that the present military 
effort will in itself be successful in dealing with that situation. It 
would be a tragic waste of the blood and the treasure which have gone 
into that operation if by neglect or inadvertence we allowed the situ- 
ation in Korea to crumble to such an extent there was nothing there 
in fact to save. I have tried to find for the committee the most 
succinct statement of the purposes for a successful resistance in Korea 
because the appropriation which we are now requesting is a necessary 
and a ote extension of our attempt to achieve those purposes. 


I believe that that succinct statement is to be found in a portion ° 


of a telegram from the President to General MacArthur dated Janu- 
ary 13, 1950, which was read into part I of the hearings on the military 
situation in the Far East before the Committee on Armed Services and 
the Committee on Foreign Relations of the United States Senate by 
General Marshall. There are about 15 lines which summarize those 
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important policy objectives. If the committee would be willing, I 
should like to put those in the record at this point. This is a partial 
quotation from that telegram and the entire telegram is found in the 
document at pages 503 and 504. 

Mr. WieeLeswortu. The Senate hearings? 

Mr. Rusk. Yes. 

Mr. WicGLeswortsH. Volume 1? 

Mr. Rusk. Yes. 

I am quoting now a part of that telegram from the President to 
General MacArthur: 


1. Successful resistance in Korea would serve the following purposes: 

A. To demonstrate that aggression will not be accepted by us or by the United 
Nations, and to provide a rallying point around which the spirits and energies of 
the free world can be mobilized to meet the world-wide threat which the Soviet 
Union now poses. 

B. To deflate the dangerously exaggerated political and military prestige of 
Communist China which now threatens to undermine the resistance of non- 
Communist Asia and to consolidate the hold of communism on China itself. 

C, To afford more time for, and to give direct assistance to, the organization of 
non-Communist resistance in Asia, both outside and inside China. 

D. To carry out our commitments of honor to the South Koreans and to 
demonstrate to the world that the friendship of the United States is of inestimable 
value in time of adversity. 

E. To make possible a far more satisfactory peace settlement for Japan, and 
to contribute greatly to the post-treaty security position of Japan in relation to 
the continent. 


F. To lend resolution to many countries not only in Asia but also in Europe 
and the Middle East who are now living within the shadow of Communist power, 
and to let them know that they need not now rush to come to terms with com- 
munism on whatever terms they can get, meaning complete submission. 

G. To inspire those who may be called upon to fight against great odds if 
subjected to a sudden onslaught by the Soviet Union or Communist China. 


H. To lend point and urgency to the rapid build-up of the defense of the 
Western World. 


I. To bring the United Nations through its first great effort in collective se- 
curity and to produce a free world coalition of incalculable value to the national 
security interests of the United States. 

J. To alert the peoples behind the iron curtain that their masters are bent upon 
wars of aggression, and that this crime will be resisted by the free world. 


That is the end of the quotation of the first paragraph of that 
telegram. 

I have very little to add to my testimony earlier today, and to this 
summary, Mr. Chairman, except to say that the decision by the South 
Koreans, a small nation of some 20,000,000 people, to resist this ag- 
gression in Korea was a decision of the utmost importance from the 
point of view of preserving the peace of the world in the longer run, 
and meeting Communist aggression. The odds were overwhelming. 
It has required of them the total commitment of their national effort. 
The aggression carried them into a small perimeter around one of their 
ports. Of course, they had help from us, but they made that decision. 
The odds were clearly against them and they could look forward only 
to great travail and sacrifice. 

It is of great importance to us in the United States to let the free 
world see that when small countries that are faced with that decision 
fight bravely and vigorously for their freedom, the world is not in 
different to their fate when final settlement comes, and therefore we 
think it important that we make provision for a contribution by the 
United States to the United Nations program for Korea to be effective 
at such time as the military operations cease and it is possible for that 
program to go into effect. 
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With those few opening policy remarks from a general poimt of view, 
I suggest that the committee might wish to hear from Mr. Graham 
Hall from the Office of United Nations Affairs. 

Mr. Hay. Thank you. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, my name is Graham 
R. Hall. I am Special Assistant, for Korean Relief and Rehabilita- 
tion, to the Assistant Secretary of State for United Nations Affairs. 

I am also, by Presidential appointment, the Deputy United Staies 
Representative on the Advisory Committee to the Agent General of 
the United Nations Korean Reconstruction Agency. 

For brevity, I think it would be helpful if we referred to that agency 
as UNKRA. 

It is for this reason of my full-time occupation in that field that 
Mr. Rusk and Mr. Hickerson, the Assistant Secretary for United 
Nations Affairs, have asked me to appear before you as a witness 
justifying section 303 of the Mutual Security Act for 1951, as proposed. 

As you will recall, that section authorizes an appropriation to the 
President for a United States contribution to the United Nations 
Korean Reconstruction Agency, or UNKRA. 

Mr. Chairman, subject to your approval, and knowing what a long 
day the committee has had, I suggest that I could be of assistance to 
the committee in the fastest time if, perhaps, I followed this pro- 
cedure: First, with your permission I will submit for the record a 
four-page written statement, which deals primarily, as an over-all 
statement, with respect to the United Nations, and with respect to 
the relationship between the United Nations and the United States 
objectives. 

Mr. Gary. I think we would save time, Mr. Hall, if you would just 
read it. 

Mr. Haut. If you please, I would like to ask the privilege of making 
a short oral statement other than this written statement from a differ- 
ent point of view; if that is agreeable to the committee. 

Mr. Gary. Allright. That statement will be inserted in the record 
at this point. 

Mr. Haut. Thank you, sir. 

(The document is as follows:) 


STATEMENT OF GRAHAM R. Hatt, Speciat AssISTANT TO THE ASSISTANT 
SECRETARY OF Strate ror Unirep Nations AFFAIRS 


The request now presented for the United States contribution to the United 
Nations Korean Reconstruction Agency (UNKRA) is in conformity with the 
House-Senate conference report on section 303 of title 3 of the Mutual Security 
Act of 1951. The request is twofold. First, section 303 authorizes an appropria- 
tion of new funds in the amount of $45,000,000. In addition, unobligated balances 
of the appropriations heretofore made for assistance to Korea under authority of 
the Far Eastern Economic Assistance Act of 1950 are authorized to be continued 
available through June 30, 1952. The amount of these balances is $50,200,888. 
Therefore, the total amount that would thus be available is $95,200,888. Section 
303 further provides that not to exceed 50 percent of the total of the authorized 
appropriations may, when determined by the President to be necessary for the 
purpose of the act, be transferred to and consolidated with the appropriation au- 
thorized by section 302 (a) which relates to carrying out the provisions of the 
Mutual Defense Assistance Act of 1949 in the general area of China (including the 
Republic of the Philippines and the Republic of Korea). Section 303 further pro- 
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vides that the aggregate amount which may be contributed on behalf of the United 
States shall be reduced by the value of goods and services made available to 
Korea by any department or agency of the United States for relief and economic 
assistance after the assumption of responsibility for relief and rehabilitation opera- 
tions in Korea by the United Nations Korean Reconstruction Agency. Under this 
latter provision, the value of pipeline materials and goods available at the indi- 
cated time will be credited against, and thus reduce, the amount of money which 
can be paid over to UNKRA under section 303. Furthermore, section 303 pro- 
vides that, in order to provide for a United States contribution to the United 
Nations Korean Reconstruction Agency, the authorization is for appropriation to 
the President; and that the sums made available under section 303 may be con- 
tributed to UNKRA in such amounts as the President determines to be appro- 
priate. Therefore, it i: assumed that the President will pay over to UNKRA as 
the needs of UNKRA arise. This provision satisfactorily meets the problem aris- 
ing from the fact that it cannot at this time be determined when UNKRA will 
assume full responsibility for relief and rehabilitation in Korea. An agreement 
has been executed between the unified command and UNKRA which provides 
that UNKRA will assume such responsibility as soon as military circumstances 
yermit. 

! The members of this committee are, of course, aware of the two major policies 
upon which this Korean program is based. The first of these is that aid must be 
given to the people of Korea to enable them to survive the ravages of this terribly 
destructive war; otherwise, the war itself will have been in vain. The second 
policy is that the responsibility for such assistance rests upon the United Nations. 

This appropriation is requested on the assumption that the situation in Korea 
will be sufficiently stabilized within the fiscal vear 1952 so that the assumption of 
full responsibility for relief and rehabilitation in Korea may be undertaken by 
UNKRA. The unified command and UNKRA have entered into an agreement 
under which UNKRA will take over the responsibility for, and operation of, 
economic assistance to Korea as soon as the military situation permits, and, 
meanwhile, in coordination with the unified command, will furnish technical 
advice and assistance to the Korean Government and its people, and will engage 
in all other activities consistent with the military situation. Already an UNKRA 
staff of approximately 50 persons is at work in Korea, coopersting with the 
unified command in the latter’s relief activities, rendering indispensable assistance 
to the Korean Government in the solution of internal economic problems, under- 
taking all-other rehabilitation activities which the unified command agrees are 
feasible at this time, and preparing to expand into full-scale operation of relief 
and rehabilitation as soon as the military situation permits. 

UNKRA was established by resolution of the United Nations General Assembly 
of December 1, 1950. It is an independent organization of the United Nations 
headed by an Agent General who reports to the General Assembly through the 
Secretary General. The Agent General is an American, Mr. J. Donald Kingsley, 
who was formerly Deputy Executive Director of the War Manpower Commission, 
Deputy Executive Director of the Office of War Mobilization and Reconversion, 
and Assistant Administrator of the Federal Security Administration. The United 
States is a member of the Advisory Committee to the Agent General of UNKRA, 
which committee was established by the United Nations resolution and has as its 
other members the United Kingdom, Canada, Uruguay, and India. The United 
States representative on the Advisory Committee is Mr. Isador Lubin; and I am 
the deputy United States representative. 

The planning budget and program of UNKRA for its initial period of operation 
will be submitted for the record. Detailed analysis of the economic needs of 
Korea is available for the record, if desired. The initial program for Korea is 
designed to sustain the lives of its people. An additional program will be required 
in the future to put the Korean economy on a continuing basis. 

The United States took a leading role in the establishment of UNKRA by the 
General Assembly. We believe, and we feel sure that the members of this com- 
mittee believe, that it is of the greatest importance that other countries share the 
responsibility for relief and rehabilitation in Korea through the multilateral United 
Nations program of UNKRA. 

In conelusion, I believe that the United States should maintain its established 
role of leadership in Korea; and should fulfill its moral obligation to help the 
Korean people—its moral obligation to sustain life for those who have survived 
the war (thousands of whom have crippling war wounds). The people of Korea 
cannot recover from the effects of the Communist aggression unless the United 
States contributes its share, of food, clothing, medicines, and rehabilitation. 
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Mr. Hau. The United Nations, as you will recall, established 
UNKRA to meet the problem of relief and rehabilitation in Korea; 
and, at the very start, the United States took a leading position in 
securing the establishment of UNKRA by the United Nations. 

Of course, we are all aware of the equally leading position that the 
United States has taken in the military conflict in Korea. 

Gentlemen, there are certain responsibilities that follow along with 
the assumption of leadership in any field. We believe at the time 
that the United States urged the establishment of UNKRA, and we 
believe now, that it is to the best interest of the United States that 
aid and assistance to Korea, in the economic field, should be through 
the multilateral United Nations organizations through which both 
the responsibility and the cost can be generally shared. 

The request which we are now presenting to this committee is in 
conformity with the House-Senate conference report. As you are 
aware, of course, there are two phases. First, there is a request for 
the appropriation of $45 million. Secondly, there is a request for the 
continued availability of the balance of the funds which had been 
previously appropriated for Korea under the authority of the Far 
Eastern Economic Assistance Act of 1950. This latter amount is 
$50,200,888. Therefore, the total amount that would be available is 
$95,200,888. 

Just one quick word as to the history of the situation. The United 
States representatives in the General Assembly pledged—subject, of 
course, to the approval of the Congress—$162,500,000 as the United 
States share of the initial $250 million general, tentative, planning 
budget of UNKRA for its proposed initial period of operation. 


SHARE OF THE OTHER NATIONS 


Now, what has taken place with respect to the share of the other 
nations? lam sure that the committee is especially interested in that 
question. 

The total amount of cash and commodities pledged or contributed 
to Korean relief and rehabilitation programs, as of August 14, 1951 
which, gentlemen, is the latest available reporting date—is $229,078.- 
317. In this amount, some 42 member states of the United Nations 
and 3 nonmember states have participated. 

As you are aware, with respect to the United States contribution, 
the report of the Committee on Foreign Affairs of the House of Rep- 
resentatives referred to a “down payment” on the total amount 
pledged, and the House-Senate conference committee report states 
that 


Undoubtedly the United States will be called upon in the future to assist in this 
matter— 


and that— 


The amount agreed upon does not foreclose further requests. 


Therefore, it is anticipated that a request will be presented to the 
Congress for the appropriation of the balance of the pledged amount at 
some later, appropriate date. 


AGREEMENT WITH RESPECT TO RESPONSIBILITY, ETC. 


As to the present situation, an agreement has been reached between 
the unified command and UNKRA, under which UNKRA will take 
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over the responsibility for, and the operation of, economic assistance 

to Korea just as soon as the military situation permits; and in the 
meantime—and that is, of course, what is of special interest to the 
committee at this moment—in coardination with the unified command, 
UNKRA will furnish technical advice and assistance to the Korean. 
Government and its people, and will also engage in all other activities 
permissible under, or consistent with, the present military situation. 

At this time an UNKRA staff of approximately 50 persons, including 
technicians of many types and administrative officers, is already at 
work in Korea. They are cooperating with the unified command in 
the latter’s relief activities, and they are planning for UNKRA’s 
posthostility operations and are rendering indispensable assistance to 
the Korean Government with respect to finance and technical economic 
advice relating to its internal problems, and are generally undertaking 
a large list of ‘those kinds of rehabilitation activities which are possible 
without involving the logistics of supply. Of course, the Army 
properly has first ‘call on the logistics of supply. _ PRE: Ne 

Under that situation the Army, through the United Nations Civil 
Assistance Command, pursuant to the previously mentioned agree- 
ment, is presently carrying forward the relief and rehabilitation | pro- 
gram in Korea, and will turn the program over to UNKRA as soon 
as the military circumstances permit. 

Now, gentlemen, of course you are just as aware as I that the 
Republic of Korea has been ravaged by a terribly destructive war. 
The forces of the aggressor, the invader, have torn the country apart 
from the northern boundary to the Pusan perimeter and back again. 
The losses have been staggering. The most conservative estimate of 
the many sources is that the physical loss alone exceeds $2 billion. 
Some estimates have run as high as $4 billion. Tremendous numbers 
of their population, civilian as well as military, are today crippled 
with war wounds. In fact, had it not been for the assistance being 
currently furnished through the United States Civil Assistance Com- 
mand, deaths from starvation and disease and from lack of medicine, 
shelter, and clothing would indeed have been wholesale almost beyond 
conception. 

Now, the proposed program of UNKRA is indeed a minimum 
program. It does not seek or intend to raise the level of the economy 
of Korea beyond the level that existed before the onset of the present 
Korean conflict. 

What does the program seek? It seeks first to restore the Korean 
economy to the point where people can be fed and not starve to 
death; to provide enough clothing to keep them from freezing; to 
provide medicine to combat disease; and to provide minimum shelter. 
The program is primarily designed—this, gentlemen, I think is very 
important in its concept—to help them to help themsel ve s. This is 
in no sense a program of a hand-out. It is designed to give the kind 
of help required to supplement the Korean initiative : and the Korean 
responsibility. 

Above everything else, this initial program is limited. I say this 
advisedly, gentlemen. It is limited to immediate relief and rehabilita- 
tion. Any funds available under it are to be used exclusively for 
that purpose. 
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OBJECTION OF THE UNITED STATES 


What is the United States objective and the United Nations objec- 
tive in this connection? Mr. Rusk-.has given you an excellent sum- 
mary of it, and you have heard his reading of the President’s telegram 
outlining those purposes. 

To that I can only add that from the United Nations point of view 

it offers an opportunity which is most vital to the preservation and 
continued success of the United Nations. Should the United Nations, 
even after winning the Korean War, then abandon Korea to become 
a Soviet serfdom in absolute, abject economic slavery to Soviet Russia, 
what would we have accomplished? We would have killed our soldiers 
and we would have accomplished nothing. So we feel that this pro- 
gram is, first, vital to Korea to sustain life; and, secondly, vital to 
the United Nations to sustain its continued existence and success. 
+ Mr. Chairman, that brings to a conclusion the brief oral statement 
which I wanted to make, with this exception: If you feel it appropriate 
to spare me another 5 or 10 minutes I think it might be helpful as 
background for the questions I know that the members of the com- 
mittee would like to ask if I touched very briefly upon two categories 
of the proposed budget of UNKRA. The first of these covers food, 
clothing, and personal items in the total amount of approximately 
$53 million. 

Mr. Gary. Do we have that budget anywhere in here? 

Mr. Hatt. In the interest of brevity, Mr. Chairman, it was only 
summarized in the document before you. I have it available for ap 
committee here in the complete form. 

Mr. Wigglesworth, may I hand you a copy? 

Mr. Coudert, may I hand you a copy [handing documents to mem- 
bers of the committee]? 

Mr. Covpert. May I just ask one question, to clarify my thinking 
at this point? 

Mr. Haut. If you please. 

Mr. Couprerr. You have spoken a number of times of this budget 
as representing a fund to be available if, as, and when the Korean 
War comes to an end and the rehabilitation program can get under 
way. Do you mean that that observation applies to the entire fund 
requested, or only a part of it? 

Mr. Hatt. I appreciate your question. It is a very helpful one, 
Mr. Coudert. 

The current expenditures require immediate contributions to 
UNKRA. I have mentioned the extent of the activities now being 
conducted. The full-scale operations will require the full-scale budget. 
That cannot occur until the military circumstances permit. 

Mr. Covprert. What is the full-scale budget? 

Mr. Hau. The full-scale budget, sir, is $250 million for the initial 
period. It is shown on the page which I have given you, together 
with the breakdown. 


INITIAL PERIOD 


Mr. WiceiteswortH. What is the initial period? You have used 
that expression before. 
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Mr. Hau. Mr. Wigglesworth, at the time of the first planning and 
the inauguration of UNKRA by the General Assembly, if you will 
recall, the military circumstances looked very favorable. It was then 
assumed that the initial period could start almost immediately and 
would cover approximately a year from the date of the start. The 
general planning is still that the initial budget of $250 million would 
cover approximately a year’s time. However, some of it is being 
currently spent to the end of furnishing those needs which can be met 
under the present military circumstances. 

Therefore, a direct answer to your question would be that the initial 
period is an undefined period anticipated to cover approximately a 
year, depending on how long it is before UNKRA comes into full 
operation. 

FUNDS PROPOSED TO BE AVAILABLE 


Mr. Covuprert. Well, the $69 million plus the $50 million carry-over 
from last year are funds which you are presently requesting for 
immediate use? 

Mr. Hatt. Sir, we have modified that request to $45 million. That 
is what we are actually requesting, sir. We are not requesting $69 
million. 

Mr. Couprert. What is the amount? 

Mr. Haut. $45 million plus 

Mr. Gary. It has been changed to $45 million, so that the actual 
amount is $95,200,888. 

Mr. Haut. That is right, sir. 

Now, if it meets with the approval of the committee— 

Mr. Couperr. Off the record. 

(Discussion off the record.) 

Mr. Coupert. That $95 million is for immediate use in providing 
food and shelter for the refugees in Korea? 

Mr. Hauu. No, Mr. Coudert. That amount is, under the proposed 
legislation, to be appropriated to the President; and under the terms 
of the legislation it will be by the President turned over to UNKRA 
as he determines the needs to exist. The legislation expressly so 
provides. 

Was that the question you had in mind, sir? 

Mr. Covuperrt. I am still not entirely clear. Is that $50 million 
plus the $45 million to be turned over to UNKRA as funds that 
UNKRA will use currently, regardless of whether or not the war 
comes to an end; or are those funds to be held in reserve for rehabili- 
tation if, as, and when hostilities come to a close? 

Mr. Hauu. Thank you sir. I understand your question, and it is 
in two parts, as I understand it. 

First, the President will not turn over to UNKRA funds except 
in proportion to its then current needs. 

Secondly, UNKRA will not spend the funds except under some 
such program as indicated by the columnar headings on the sheet 
I have just furnished you. Those are our best efforts to estimate 
the rate of expenditure required upon the assumed dates on which 
UNKRA may come into operation. 

Mr. Covuperr. Are those assumed dates given present conditions, 
or assumed dates assuming a truce? 
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Mr. Hau. As you will note from the title, Mr. Coudert, these are 
dates when UNKRA may take over full operation of relief and 
rehabilitation in Korea. 

Mr. Covupert. That means after a truce? 

Mr. Hauu. When the military circumstances permit. One assumes 
that the circumstances will not permit it until there shall have been 
an armistice? 

Mr. Couprert. Why should we appropriate the money now, then? 
Why can we not wait until January? It will only be a short time until 
January? 

Mr. Hatt. There is a very clear and overwhelming answer to that, 
Mr. Coudert. 

Mr. Covupert. I would like to have it. 

Mr. Hau. There is at least a 6-month time lag from the initial 
planning and placing of an order for the major part of the materials 
until they can be delivered in Korea. We would have a gap of several 
months between the cessation of Army administration of relief under 
the United States Civil Assistance Command and any possibility for 
UNKRA to have delivered, warehboused, and distributed in Korea the 
necessary goods, unless there was some advance appropriation as 
contemplated here. 

Mr. Covupert. Suppose the Korean war went on for’3 years? 

Mr. Hauv. Then the President does not turn over to UNKRA the 
major part of the funds, and it has not cost the United States Govern- 
ment any large sum of money. 

Mr. Rusk. Mr. Chairman, may I add two more considerations as 
to why action on this is needed now? 

One of them is that it is extremely helpful to us in discussing with 
other governments their own contributions. Unless we can be fairly 
precise about what we are prepared to do it is difficult for us to per- 
suade them to put themselves in a position to make an early and 
effective contribution. 

Mr. Gary. There is a question I want to ask. 

Mr. Coupert. You have the authorization; do you not? 

Mr. Gary. Will you pardon me? Let me ask this one question. 
I understood Mr. Hall to say that $200 million had been contributed 
to this fund. 

Mr. WicG.ieswortn. Or pledged. 

Mr. Rusk. Pledged. 

Mr. Gary. Or pledged. Does that include our contribution? 

Mr. Hau. That includes our pledge. 

Mr. Gary. Our pledge of how much? 

Mr. Haw. $162,500,000. 

Mr. Gary. What was that pledged fund again? 

Mr. Hatt. The total amount pledged or contributed to Korean 
relief and rehabilitation programs is $229,078,317. 

Mr. Gary. That includes our pledge of $162 million? 

Mr. Hau. That is correct, sir. 
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Mr. Gary. How much have we actually paid on our $162 million 
pledge? 

Mr. Hatt. Nothing, sir. There has been no appropriation. 

Mr. Gary. What is this carry-over, then, of $50 million? 

Mr. Hauu. Those are funds, sir, previously appropriated under the 
Far Eastern Economic Assistance Act designed to be used by ECA. 
As you will recall, ECA was required to cease operations in Korea at 
the time of the conflict. 

Mr. Gary. So the funds that they had left over are going to be 
applied to our pledge, and we are asked to appropriate $45 million in 
addition, which would make $95,200,000 of our pledged $162 million? 

Mr. Hau. That is exactly right, sir. 


KOREAN MORALE 


Mr. Rusk. Mr. Chairman, may I add a second point as to why it is 
important for us to get action, if we can, on this at this time? That is 
the very important element of Korean morale. It is important for us 
in getting the best possible cooperative effort from the Koreans— 
not only the Korean Army but the Korean civilian population—for 
them to see some prospect of relief and rehabilitation in this desperate 
plight in which they find themselves. We have found it necessary 
already, in view of discussions here in this country, in completing the 
authorization and appropriation action to assure the Koreans that 
this kind of support is on the way if we get our appropriations going. 

Mr. Couperr. When you refer to Korean morale, are you referring 
to the handful of gentlemen you are in contaet with, who are the 


Korean Government, or are you referring to the great mass of the 
unfortunate refugee population all over Korea? 

Mr. Rusk. I think you will find, sir, that the people who are 
getting the assistance are the great mass of refugees. 

Mr. Covuperr. Are they not getting assistance now, so far as it is 
humanly possible to give it, through military sources? 

Mr. Rusk. They are getting it through military channels; yes, sir. 


APPORTIONMENT OF BUDGET WHEN UNKRA ASSUMES OPERATION OF 
PROGRAM 


Mr. Gary. We will insert in the record at this point the table 
showing the apportionment of the budget to dates when UNKRA 
may take over full operation of relief and rehabilitation in Korea. 
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(The document is as follows:) 


Apportionment of the budget to date when UNKRA may take over full operation of 
relief and rehabilitation in Korea 





Sept. 30, | Dec. 31, | Mar. 31, | June 15, 
1951 1951 195 1952 





I, Commodity imports 
A. Food, clothing, and personal items, total 


— 
te 
=o 

— 


-poS | BS 


acco; ++ 
z 


£3 % 


ov Hao w aoc 
ee 


cfeee | > 
Saco 





— 
— 


pee» 


. Food 

. Clothing, cloth, yarn, and blankets 

. Medical supplies 

. Soap and miscellaneous goods --.--....__.-._-- 
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B. Raw materials for domestic production, total : 
1. Agricultural requisites for food production 
(mainly fertilizer) 

2. Fuel and raw materials for industry, total. -- 


(a) Coal 

(6) Petroleum, oil, and lubricants. -- 
(c) Raw cotton 

(d) Saivsitiemactas raw materials 
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C. Materials and equipment for reconstruction, total_. 





~s 
| oo 
ok Ye 
wilco 
~ 


me 
oe 
oe 
i] 


Reos 


sae | COSUmMAOCOMoOCoCeO 


(c) Iron and steei 
quipment and parts, total 
(a) Railroad rolling stock 
(b) Electric power facilities 
(c) Communications. .---............-.- 
(d) Trucks and accessories 
(e) Other equipment and parts 
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IL. Ocean freight 
III. Technical] assistance projects 
IV. Administratieu 








ocoonttonwooco*cw 





54. 
25. 
8. 
2. 
15. 
28. 
9. 
6. 
3. 
2. 
8. 
59. 
2. 
4. 
250. 


|| awFonnond 


BF 


8S apFerpersor: 


TB il woe 


= 
a 
np 
o~_ 
= 
a 


65 














Oo. As pledged by United States delegates in General Assembly, subject to approval of United States 
ongress. 


Mr. WiecteswortH. In section 303 (d) of the authorizing legisla- 
tion it is provided that: 

Unencumbered balances of sums heretofore or hereafter pe peraig in the special 
account established pursuant to paragraph 2 of article V of the agreement of 
December 10, 1948, between the United States of America and the Republic of 
Korea shall be used in Korea for such purposes as the President determines to be 
consistent with the United Nations programs for assistance to Korea. 
and so on. 

Mr. Hatt. Yes, sir. 

Mr. WiaeeiteswortsH. Do you know what sums are now in that 
special account or that it is contemplated will be in that special 
account in fiscal 1952? 

Mr. Hau. Pardon me just a minute, sir. Mr. Rusk, would you 
prefer to answer that question? 

Mr. Rusk. Yes. Mr. Congressman, I believe you asked that this 
afternoon. 

Mr. Wiaatesworts. I did. I thought Mr. Hall might have the 
answer. Do you have it? 

Mr. Rusk. No, sir; I do not. However, I have a reference I made 
to it in the hearings on the authorization. I do not have the precise 
figure. We will provide the figure. 

Mr. Wiccieswortu. I thought perhaps Mr. Hall would have that. 
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Mr. Hatt. Yes, sir. I have the figure, but I have not verified it. 
If it meets with your approval I would like to submit it for the record. 

(The information is as follows:) 

As of September 1, 1951, the ‘‘Unencumbered balances of sums deposited in the 
special account”’ which are the subject of section 303 (d) of the proposed ‘‘Mutual 
Security Act of 1951” were 109 billion won. Because of the impaired condition 
of the Korean economy, caused by the present military conflict and the resulting 
inflation, there has been no stable or readily determinable rate of exchange between 
the won and the dollar. A recently assumed rate of exchange has been 6,000 won 
to the dollar. If this rate were to be applied, there would be approximately $18.2 
million in the account, although there has been no establishment of an actual 
dollar value for this fund. 

Mr. WiacLteswortH. Could you give us a tentative figure and 
correct it? 

Mr. Hatt. In the first place, may I describe very briefly the nature 
of those funds? Those funds are counterpart funds arising from 
operations similar to those which the committee is familiar with in 
ECA fields of activity. 


COUNTERPART FUND PRINCIPLE 


Mr. Wice.Lesworrtu. Is the counterpart fund principle applied in 
full to Korean aid? 

Mr. Hau. There is a special agreement covering the funds de- 
posited in the special account designated in section 303 (d), sir. I 
have not become familiar with all the terms of it, because these funds 
in this special account cannot be used or applied in connection with 
the UNKRA type of economic aid and assistance which is under dis- 
cussion before us. 

Mr. Rusk. The counterpart principle was applied during the period 
of ECA assistance to Korea, Mr. Wigglesworth. 

Mr. Wiceieswortu. That is where these funds came from? 

Mr. Rusk. That is where these funds came from. 

Mr. WieeLeswortn. But It is not applicable to the program we 
are discussing now? 

Mr. Rusk. I am not certain whether it is anticipated that the 
counterpart principle will apply to the UNKRA appropriation. I 
will check that. 

CONTRIBUTIONS 


Mr. Wiacieswortu. You tell us that there have been pledged or 
contributed, over and above our possible contribution of $162 million, 
roughly $67 million. 

Mr. Haut. That is correct, sir. 

Mr. Wiaeiteswortn. And that that $67 million has been contrib- 
uted by a total of 44 nations; is that right? 

Mr. Haut. That is correct; yes, sir. 

Mr. Gary. There are counterpart funds within UNKRA, appar- 
ently. 

Mr. Rusk. UNKRA was established by the United Nations 
General Assembly. 

This is the resolution adopted by the General Assembly, and 
section B16 (9) of that says: 


The local.currency proceeds derived from the sale of relief and rehabilitation 
supplies, or at the discretion of the Agent General, an amount commensurate with 
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the value of goods and services supplied, shall be paid into an account under the 
control of the Agent General— 
and so on. 

Mr. Hai. May I speak to that question, Mr. Gary? 

Mr. Gary. Yes. 

Mr. Hauu. The purpose of that provision is that when it becomes 
necessary to sell an amount of UNKRA-supplied consumer goods as a 
means of combating inflation in Korea it will be so done. It has not 
been done; and it is not contemplated that it be done at this time. 
It is a safeguard provision. 

Mr. WiccteswortnH. Coming back to this matter of the total 
contribution, if the Congress should authorize the contribution of 
$162 million suggested against the over-all total of $250 million, that 
would leave a balance of $88 million to be contributed by other nations, 
I take it. 

Mr. Hav. $87,500,000; is that the figure you have? 

Mr. WicGLeswortn. Yes, that is correct; $87,500,000. In other 
words, the proposed contribution by the United States is just about 
double the total contribution suggested for 44 other nations? 

Mr. Haru. Approximately so. 

Mr. WicGiteswortnu. Of the $87 million suggested for other nations 
$67 million has been pledged or contributed, or about 75 percent of 
the total for the other nations. Do you know how much of that 
$67 million has been actually contributed? 

Mr. Hatt. Yes, sir; between 7 and 8 million dollars. I can give 
you the exact figure, if you desire, by a moment’s calculation. 

Mr. WicGieswortnH. That is near enough. So that to date we 
have made available about $45 million, and 44 other nations have 
made available between 7 and 8 million dollars? 

Mr. Haty. Yes. May I speak off the record on that a moment? 

Mr. Rusk. We have not made anything available. 

Mr. Hau. No. 

Mr. WicGiesworrn. Are the former ECA funds which were re- 
ported at this time as carry-over available? 

Mr. Hau. No, sir. 

Mr. WiaGieswortu. For this purpose? 

Mr. Hau. No, sir. It requires the action of this committee and 
the House and the Senate before any of those funds are available. 


EXPENDITURES TO DATE 


Mr. WiceLeswortH. Coming back to Mr. Coudert’s question, what 
sums have actually been expended to date for this purpose? 

Mr. Hatt. I have the complete budget here. Would you care to 
have me submit that for the record, Mr. Wigglesworth? 

Mr. Wiceieswortu. I would like to have the over-all figure, if you 
have it by months, of how much has been expended, month by month, 
under present conditions. 

Mr. Hatt. I do not have that without analyzing it. May I submit 
that for the record? 

Mr. WicG_eswortn. Do you have an over-all total and the period 
in which it has been expended to date? 

Mr. Hatv. They are available in my papers, but I do.not have 
them here with me. 
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Mr. WiceLeswortn. There must have been some basis for arriving 
at the size of the request made of this committee. 

Mr. Hatt. Oh, I did not understand your question correctly. 
I can give you the information that you ask. As I understand, you 
desire information that would indicate what have been the expendi- 
tures up to this time? 

Mr. WiccLeswortn. That is right. 

Mr. Haut. All right, sir. As you recall, the aid to the Korean 
people actually began about the autumn of 1945 when the United 
States Army entered the country and that was followed later by ECA. 
The figures are these—Do you care to go back as far as 1946 or shall 
I start with any later year? I have all of them. 

Mr. WicGieswortu. I do not care to go back that far. I want 
the present picture. I may say that my attention has just been 
called to a table inserted at page 19 of the record of these hearings 
which seems to furnish the information I am requesting and it would 
look as though the total expenditures from the month of July 1950 
to July 1951, inclusive, were $26 million, or about $2,150,000 a month 
average. 

Mr. Hau. May we go off the record and let me ask you a question 
for a moment? I have not the benefit of knowing what the figures 
are you referred to. I have before me the latest figures which I 
secured yesterday from the Army, which is spending the money. I | 
would like to suggest those for your attention. 

Mr. WiaeLeswortn. I am looking at a table, and the sixth column 
shows UNKRA expenditures, listed by month from July 1950 to July 
1951, inclusive. ; 

Mr. Paretman. Mr. Congressman, I believe in an effort to give 
some comparison between a prior ECA program and the new program 
being considered by you gentlemen, that that heading is not only 
misleading, but I believe it is incorrect. It more properly should be 
tagged some other way, because there was no UNKRA organization, 
or any organizational expenditure under UNKRA at that time. I 
think we ought to look into that and see exactly how it should be 
headed up. It reflects the ECA activity in Korea and the column 
should be simply headed ‘“ Korea.”’ 

Mr. WieaiteswortH. What information have you, Mr. Hall? 

Mr. Hau. These figures should be off the record at the request of 
the Army, please. 

Mr. Wige@LteswortH. Why should they be off the record? 

Mr. Hauxt. The Army has requested that these figures with respect 
to the United Nations Civil Assistance Command be off the record 
and I am bound by their request. 

Mr. WiaGieswortnH. This has nothing to do with military weapons 
or anything of that kind. 

Mr. Hauu. The Army feels that it is classified information, sir. I 
cannot present their case for them. 

Mr. Wiae.Leswortn. I think it is certainly the type of information 
that is essential to this committee. 

Mr. Hauu. May I ask the opportunity of securing the release from 
the Army of these figures so that they may be put in the record? 

Mr. WicGieswortn. Perhaps you could give them off.the record. 

Mr. Gary. Mr. Hall said that he would give them off the record. 

Mr. WicGteswortn. But we ought to have something for the 
record before we get through. 












626 


(Mr. Hall later furnished a statement that he had secured authority 
from the Department of the Army to release for the record the infor- 
mation in the following paragraphs with respect to direct civilian 
relief and assistance to Korea furnished by the United Nations Civil 
Assistance Command.) 

Mr. Haut. The information furnished me by the representative in 
the Pentagon is as follows: That the current spending for direct 
civilian relief and assistance in Korea is at the rate of approximately 
$15 million per month, although it is increasing with each succeeding 
month. For the period from June 25, 1950, through June 30, 1951, 
the expenditures through UNCACK—the United Nations Civil 
Assistance Command—of materials and goods either supplied or 
obligated and in the process of being supplied, was $133,600,000. 

Mr. WiccLesworts. That must be an expenditure coming out of 
military funds, is it not? 

Mr. Hat. I will give you that analysis in just a moment, sir. 

Mr. Wicciteswortu. What I am trying to get is the UNKRA 
picture. 

Mr. Hauu. The UNKRA expenditures have been very small. 

Mr. WicG.Lesworts. That is what I want to get, what they are 
now, so that we may have a picture of how much is likely to be spent 
next month and the month after, and so forth. 

« Mr. Hatt. I am sorry I do not have that information at hand, 
but I would be glad to furnish it for the record. 

Mr. PareLMAN. On that point, they have been maintaining an 
administrative organization both in New York and on the spot in 
Korea and, to the extent that they have undertaken any program, 
expenditures have been extremely limited from the very limited 
resources which they had. 

Mr. WiccLeswortH. What have they been? That is what I am 
trying to find out. 

Mr. ParetMan. We will be able to get from the office in town 
here those administrative expenditures. I am sure we can get them 
the first thing tomorrow. 

Mr. Gary. How much money have they got? 

Mr. ParevMAN. He gave a figure before. 

Mr. Gary. The figure he gave was pledged or contributed. How 
much has actually been contributed? He told us $220 million has 
been pledged or contributed. We pledged $162 million. We have 
not given a nickel. Apparently somebody else has pledged $58 
million. How much have they actually paid in? 

Mr. Hau. Between $7 million and $8 million is the amount paid in. 

Mr. WiccLesworts. How much do you expect to receive from 
other nations in 1952? 

Mr. Ha t. It is expected, and with very reasonable assurance, that 
all of the amount that I have previously given you will be paid during 
the year 1952 and that substantial additional contributions will be 
made. 

Mr. Gary. That is, during the calendar year 1952? 

Mr. Hat. I was thinking of the fiscal year 1952, sir. 

Mr. Gary. All of the United Nations activities are run on a cal- 
endar year basis. 
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Mr. Hau. Yes, but we think that payments by nations other than 
the United States will be made immediately when the United States 
makes payments. The difficulty has been that the United States has 
desired to take a very active position in leadership of encouraging the 
prompt payment by other nations, on the other hand, the United 
States having not only paid nothing, but having not even authorized 
the payment of anything, has not been as effective in its leadership as 
it otherwise would have been. 

Mr. Wiceieswortu. I notice in this authorizing law that it pro- 
vides that 50 percent of this $95 million may be used by the President 
for other purposes if he sees fit. That indicates to my mind that there 
is a very strong probability that this total sum is not going to be 
required. I want to know what has, in fact, been spent, and prefer- 
ably month by month, for this UNKRA operation, so that we may 
know where we are starting from at least. And I should suppose that 
that this table to which I referred was intended to give us Just 
that information. 

Mr. Hatt. First in answer to your question, sir, the 50-percent 
provision to which you just referred was in no way part of the execu- 
tive branch presentation of this program. It was written in in the 
Congress of the United States and was in no way sponsored or initiated 
as a part of the Executive proposal. 

Mr. Wieeieswortu. 1 do not know about that. But whoever 
put in the provision must have been of the opinion that there was a 
strong probability that it would not all be used and I am asking a 
simple question that apparently has been asked before or this table 
would not have been furnished. If this table is wrong, I would like 
to know what are the correct figures. 

Mr. Rusk. We will get the information of the expenditures by the 
United Nations Korean Relief Administration by months from its 
beginning up to date as quickly as we can, and furnish them to the 
committee, if possible in the morning. 

(The information is as follows:) 
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United Nations Korean Reconstruction Agency—Provisional Balance Sheet, as at 
June 80, 1951 


{In United States dollars] 
I. Current assets: 
(a) Cash at banks and on hand 
(b) United States certificates of indebtedness 
(c) Funds held in trust by United Nations 4 ay 
(d) Funds held by World Health Organization for the procure ment of medical supplies. 


(e) Total current assets. ...........-.....- és 6, i, 85 58, 071 


If. Deduct liabilities and provisions: 
(a) United Nations Organization__.............-_.._- Tis Ee. eae 38, 464 
(6) International Refugee Organization. Aas ase . 51, 463 


(c) Pertaining to staff members: 
(i) Per diem and representation allowances. .__-_-___- 
(ii) Accrued salaries and provident fund_. 
(iii) Accrued annual leave. s 
(iv) Repatriation of staff 
(v) Provision for national tax liability 


(d) Total liabilities as at June 30, 1951 


III, Excess of current assets over liabilities and provisions. .__-__- 
IV. Income and expenditure account: 
(a) Government contributions: 
(i) Total received in cash (appendix I) 


Less Reduction of United States dollar equivalents based on rates of exchange 
ruling on June 30, 1951: 
(1) Arising from current assets 94, 172 
(2) Arising from conversions from Canadian dollars to United States 
dollars _- he COE ae ee ats Sa A aN SS ice 19, 148 


“113, 320 


7 013, 942 
(ii) Total received in kind (appendix I1) -- ’ ssn ee 98, 534 


7, ne 2, 476 
(b) Public donations- cao ea te eid AS ie ‘ 693 


(c) Income from investme nts_ maAE: yee tyre ms . oes EE a ie 5, 029 
(d) Total available for application posesavedce Tyee 
(e) Deduct expenditure for period ended ‘June 30, 1951 (appe ndix III) _--- 382, 847 


Se.) ee * _ 


FUNCTION OF U. N. CIVIL ASSISTANCE COMMAND 


Mr. Coupert. In other words, the Korean Relief Administration to 
which you refer, Mr. Secretary, is the same organization that Mr. Hall 
referred to as the United Nations Civil——- 

Mr. Gary. That is UNKRA. 

Mr. Covuprerr. Let me see if I can understand this. 

Mr. Gary. The Civil Administration organization is our own ad- 
ministration, that of the United States Government. 

Mr. Couprrr. I thought Mr. Hall referred to the United Nations 
Civil Aid or Civil Assistance-—— 

Mr. Hauu. The correct title is United Nations Civil Assistance 
Command. That is the military operation of the civilian assistance 
aid in Korea. 

Mr. Coupert. And that is the organization that today i is supplying 
relief to the displaced and damaged people in Korea‘ 

Mr. Hau. That is right. 

Mr. Couprert. And the funds for that are military funds? 

Mr. Hau. That is right, sir. There are some funds that are—may 
I give vou that detail? 

Mr. Gary. Yes. 
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Mr. Haru. Mr. Wigglesworth had asked the same question earlier 
and I did not get a chance to answer it. 

Mr. Gary. Let us have what part are military and what part 
are not. 

Mr. Hatt. The analysis is: United States military funds, $111 
million; contributions from member states of the United Nations 
other than the United States, $17 million; direct relief funds from 
ECA, $5.6 million. 

Mr. Couperr. May I finish this one question? Is it the function 
of UNKRA to take over from that agency when the time comes to 
succeed the military operation and after a truce is established? 

Mr. Haut. Yes; that is right, sir. 

Mr. Covuperr. Then as of this moment UNKRA has no function 
whatsoever save to wait on a stand-by basis for something to happen 
that will enable them to step into the playing field; is that correct? 

Mr. Hai. May I answer you fully on that? 

Mr. Covperr. I just do not understand it. 

Mr. Hatt. I can explain it to you in detail, exactly how UNKRA 
is operating at this time. 

Mr. Covperr. I would be delighted, but it seems to me, as you 
have just stated that if the Korean war should go on another 2 or 3 
or 4 or 5 years, UNKRA would never come in at all for the part that 
it is supposed to play, as you show it right here on page 66 of the 
justification 

Mr. Hatt. Would never come into full-scale operations until the 
military circumstances permit. In the meantime I think it would 
be of interest, in view of your question, for me to tell you those opera- 
tions which UNKRA is conducting at this time. 

Mr. Covupert. Have you already put that in the record? If you 
have, please do not repeat it. 

Mr. Hat. No, sir; 1 have not. 

Mr. Covperr. Then I think we ought to know. 

Mr. Hau. At the present time UNKRA has a staff of approximately 
50 persons nm Korea. A considerable portion of that staff are technical 
experts. They are engaged in the following fields of activity: Financial 
advisers to the Korean Government; economic advisers to the Korean 
Government; educational advisers to the Korean Government. 

For instance, at the present time, UNKRA has in the field an edu- 
cational expert completing a survey of the needs of the Korean edu- 
cational system. The preliminary reports indicate, as you would have 
assumed, that in many of the areas the situation presented is of a 
teacher and a few children in an open field and the teacher has a stick 
and is trying to draw in the dirt, and that is all they have in the way of 
an educational system. 

In addition to those other activities UNKRA is planning to engage 
in a program of supplying a very large number of draft cattle for the 
Koreans to use for their plowing. 

UNKRA is also negotiating for the purchase of some coastal vessels 
so as to transport the Korean crops from the place they are growing 
to the larger concentrations of population who need them for their 
sustenance. 

Now, there are many other activities I would be glad to continue 
with, if you wish. 

Mr. Covperr. Does that in no way duplicate the functions of the 
civil assistance program that vou just spoke of? 
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Mr. Hau. Not in any way. The civilian assistance program ad- 
ministered by the United Nations Civil Assistance Command is 
limited to the Army theory of ‘‘the prevention of disease and unrest.” 

Mr. Gary. Is not this the situation? One of them is a relief pro- 
gram and the other is a rehabilitation program? Is not that the 
essential difference between the two? 

Mr. Hatu. That is correct, sir. 

Mr. Gary. The program that is being carried on now is one purely 
of relief. As these people are displaced by the turn in the tide of 
battle, the Army has to look out for them, and they are providing 
funds for this purpose. 

Mr. Hatt. Yes, sir. 

Mr. Gary. When the war ceases then the problem becomes no 
longer one purely of relief—although it may have some relief features— 
but it is then a question of rehabilitation, and you put on a program 
there similar to the program that is being put on by the ECA organ- 
izations in other countries, is that right? 

Mr. Hau. That is an excellent statement and may I illustrate it 
by just one example from the proposed budget, if you please? 

You will note, for instance, the food, clothing, and personal items, 
in the total amount of approximately $53 million, of which food is 
approximately $31 million—that is one of the two largest items in the 
budget, but take a close look and see what the second, and the largest, 
item is. That is raw materials for domestic production. That is a 
total amount of $77 million, of which fertilizer is the largest item, 
$40 million. 

It simply amounts to this, that that first category of food, clothing, 
and personal items, represents the immediate necessities of preventing 
starvation, illness and disease, and so forth; that is the same obligation 
that the Army is now carrying on as a part of its military effort, but 
which UNKRA will carry on when the military circumstances permit. 
But, on the other hand, look at the second category. The second 
category has as the principal item fertilizer, including associated minor 
items for food production, together with fuel and cotton and other 
raw materials for industry. Those items represent assistance to the 
Koreans to help them help themselves to get back to be producers. 

For example, if the required amount of fertilizer is furnished for 
the 1952 rice crop, there is every indication that the Koreans will be 
fully self-sustaining with respect to their cereal requirements by the 
time of the harvest of the 1952 crop. 

Those two items to my mind illustrate the two elements of the 
program that are involved: keep the people alive; and help them to 
help themselves to grow their crops and operate their industries and 
approach the pomt of becoming self-sustaining as rapidly as possible. 

Mr. Couprrt. How much of the staff does UNKRA maintain at 
the UN headquarters or elsewhere than in Korea? 

Mr. Hatt. I have that figure and will give it to you. 


REHABILITATION PROGRAM 


Mr. Gary. The rehabilitation part of the program now is largely 

. . . th 5 “5 

a planning program, is it not?) They are mapping plans for the pro- 
gram if, as and when it can be put into effect? 
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Mr. Hauu. That is a major item, but a very substantial item is the 
actual activity. Another phase I did not mention is that UNKRA 
is recruiting and paying for many of the members of the United 
Nations Civil Assistance Command teams in the field, the teams that 
are composed of a public health officer, a doctor, a welfare worker, 
and other specialists of that kind. UNKRA is actually operating 
today—within the limits of a very carefully drawn agreement executed 
between UNKRA and the Unified Command. The Unified Command 
is the command that operates the United Nations Civil Assistance 
Command. 

Mr. Gary. Are there any Communist countries in UNKRA? 

Mr. Haiti. How do you mean in UNKRA? Do you mean have 
any Communist countries contributed to UNKRA? 

Mr. Gary. Yes. 

Mr. Hatt. I have the complete list here and it shows that there 
are no Communist countries. There have been no contributions to 
UNKRA from the Soviet Union and none from China. 

Mr. Gary. Are there any representatives of Communist countries 
on the board or connected with the program in any way? 

Mr. Hatt. No, sir; the advisory committee is composed of five 
member states of the United Nations which are the United States, 
the United Kingdom, Canada, Uruguay, and India. 

Mr. Covpert. Has Mr. Hall an answer to my question? 

Mr. Hauyu. Yes. May I return to your question, please? 

Mr. Coupert. Yes. 

Mr. Hau. Do you wish—— 

Mr. Covuperr. All I want to know is what your over-all personnel 
is in UNKRA, outside of Korea? In other words, your office per- 
sonnel in Washington or at Lake Success or wherever else they might 
be. Do not go into detail. I just want to know whether it is 50 or 100 
or 6. 

Mr. Hauy. May I give you just the total for each of the three 
principal offices as I have not added the three together; and we can 
add them as we go along. 

At the office at Geneva there are 4; at the office in Tokyo there 
are 8; and at the offices in New York and Washington there is a total 
for the two of 12. That is a total of 24. 

Mr. Covupert. That is what I want to know. 

Mr. WieGieswortrsH. When you say on the exhibit that was put in 
the record that the budget for the first period will call for $250 million 
as of September 30, 1951; and $198 million at December 31, 1951; and 
$149 million as of March 31, 1952; and $83 million as of June 15, 1952, 
what does that mean? 

Mr. Hau. That is the best estimate which we have been able to 
make of that amount of expenditure which should be obligated at the 
dates indicated by the columnar headings which you have just read. 

Mr. WicGLteswortnH. Does that mean that you will need less money 
if the war goes to June 15, 1952, than vou will if it stops on December 
31, 1951? 

Mr. Haut. That is correct, sir. 

Mr. WiaGLesworts. The longer the war goes, the less money you 
will need in this budget for this fiscal vear that we are considering 
right now? 

Mr. Hau. That is correct; although, unless UNKRA receives 
contributions, unless the United States takes its share, then when the 
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need comes, it cannot be met overnight. As I have mentioned earlier, 
there is a 6-months’ lag in procurement. 

Mr. Gary. If the war goes to June 15, 1952, and the fiscal year ends 
June 30, how are you going to spend $83 million in 15 days? 

Mr. Hatu. The answer to that, sir, is if you recall, that the act 
itself provides for an appropriation to the President. The President 
will pay over the money to UNKRA, which constitutes obligating of 
the funds. 

Mr. Coupert. Perhaps we would rather pay over the money when 
it is needed. 

Mr. Hau. I would like to suggest sir, that it might be a better 
plan, in view of your concern about how soon the money will be needed, 
that you appropriate it to the President so that there will be no danger 
of its not being available when it would be desperately needed to 
initiate direct operations. 

Mr. Gary. You could, in the case of an emergency, use the 10 
percent transferability provision? 

Mr, Rusk. There is another element that enters in there. There 
will be a partial turn-over of functions from the civil affairs activities 
of the Army to UNKRA in this interim period so there will be a 
considerable amount of activity between now and June 15, 1952, even 
though UNKRA does not take on full responsibility until that date, 
depending upon General Ridgway’s estimate of how much the present 
Army responsibility can, in view of the military situation, be turned 
over to UNKRA, so this estimate takes that factor into account. 


InprA, AFGHANISTAN, CEYLON, NEPAL, AND PAKISTAN 


Mr. Gary. Now, Mr. McGhee, I believe that you are going to 
give us a general statement concerning the area embracing India, 
Afghanistan, Ceylon, Nepal, and Pakistan. 


GENERAL STATEMENT 


Mr. McGuesr. I appear before your committee to justify the 
request for $66,000,000 of economic assistance, covering the free 
countries of south Asia which you have just enumerated. 

I present this separately from the presentation made by Mr. Rusk 
covering the other items under title III, because our areas of respon- 
sibility in the State Department overlap in title III. 

This is a historical arrangement in the State Department. There 
is a logical split in the administration of the areas lying in south 
Asia from those lying in the Far East which has been in existence in 
the Department for several decades. 

We did think it desirable to present in title III an over-all Asian 
program for your committee, but we split the presentation according 
to our respective responsibilities. 

We request for these céuntries no military assistance. The assist- 
ance is only economic. The assistance requested is primarily for 
India and Pakistan. Only some $450,000, consisting entirely of 
technical assistance, is requested for Ceylon, Afghanistan, and Nepal. 

With your permission, I will make a statement about south Asia 
as a whole, which I will keep a brief as possible because I am certain 
you would like to make as much progress as possible, followed by a 
brief statement on each country, which Mr. Loftus will supplement 
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with details proposed for each country to the extent of your interest 
in these programs. 

Mr. Chairman, the south Asian countries include some 500 millions 
of people, and I would like to stress the importance of those people to 
the free world. 

There are in the world today some 2,200,000,000 people. Of 
these, there are in Soviet Russia and China and countries dominate:| 
by them some 800,000,000, leaving 1,400,000,000 peoples in the free 
world. Were south Asia to pass to the Communist orbit, either by 
subversion or conquest, there would then be in the Soviet orbit some 
1,300,000,000 and we would be reduced to some 900,000,000. I just 
point this out to show there is from the standpoint of the sheer mass 
of people in this area the balance of people in the world, and I give 
that as a background of the importance we attach to the continued 
orientation of these people toward the free world. 

There are in addition in this area great mineral and other raw mate- 
rial resources in addition to these human resources. We do, for 
example, obtain some 36 percent of our total manganese require- 
ments, an essential ingredient of steel of which we produce a limited 
quantity in this country, and hemisphere; and we obtain some 87 
percent of our mica in strategic grades from India; some 82 percent 
of our burlap which, although not strategic in the sense of war-making, 
is vital in the packaging of agricultural produce in this country. In 
addition, Ceylon is the principal source of rubber available to this 
country outside of the troubled Far East area, and in the last war 
was the only significant source available to our war effort, producing 
some 10,000 tons of rubber a month for the war effort. 

Now, these countries of south Asia are all relatively stable countries. 

Mr. Gary. Did we get rubber all through the war from Ceylon? 

Mr. McGueer. Yes, all through the war, and it was allocated in 
accordance with the recommendations of the Combined Raw Mate- 
rials Board, the British and American Board, during the entire war. 

The Ceylonese tapped their trees much more than they should have 
and thereby lost many of them and decreased their productivity in 
order to make this contribution to the war. 

Many of the things that Mr. Rusk has said about the Far East 
will apply to these countries of south Asia in that they have an Asian 
viewpoint. They, being ex-colonial territory, for the most part, have 
the same view toward their former European masters and the world 
scene that the ex-colonial territories in the Far East have. 

There are, however, many important differences, and I would like 
to highlight them, particularly in that we have here relatively stable 
middle-of-the-road governments. There is no fighting in this area. 
There is an incipient dispute here in Kashmir which at one time in- 
volved fighting between India and Pakistan, but it now lies dormant. 
However, there is no fighting of the type that goes on in Korea and 
Indochina. ; 

There is an internal Communist problem and there will continue to 
be. There is no danger that any of these countries in the immediate 
future will fall to Communist subversion. They are mostly demo- 

cratic countries. India, Pakistan, and Ceylon are democracies in the 
sense that we are. They have constitutional governments. 

Pakistan will hold elections shortly for its national assembly. 
India will in January of next year. Ceylon already has an assembly 
elected by the people. 
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Nepal and Afghanistan are monarchies, but with cabinets and ad- 

Meee bodies—in the case of Afghanistan a Parliament elected by the 

eople. 

. These governments are inclined toward a policy of neutralism and 
in that regard adopt a viewpoint which we resist because we think 
there is no basis for neutralism in the present cold war, no basis for 
neutrality with respect to aggression. Despite this fact, they, never- 
theless, are basically in support of the same principles we support in 
the United Nations. 

Recently Madame Pandit pointed out that over a period of time 
there were some 48 actions of the United Nations in which India 
alined itself with this country and some 11 in which India abstained 
and only 2 in which India voted against this country. Although the 
differences may sometimes be highlighted, I think we should keep in 
mind that India and the other countries feel the same as we, and the 
other free countries. I would like to emphasize this, because there is 
this trend toward neutralism which has been given a great deal of 
publicity in this country. 

Here are two statements made by Mr. Nehru in a speech made as 
late as July 13, and I quote from a speech made in New Delhi. 

Communism’s appeal to the many has been based on a promise to satisfy certain 
essential human needs and to provide security, but we have seen that it brings in 
its train conflict and violence and authoritarianism in the suppression of the 
individual. Can we provide economic security and progress without sacrificing 


democratic liberty? ‘There is no reason why this should not be possible, though 
the path may be difficult. 


In a speech in Bangalore on the succeeding day, Mr. Nehru said: 


The Communists have followed the path of violence and open warfare against the 
state. No state can tolerate that. Their object appears to have been to create 
chaos and disruption out of which something perhaps might come. To some 
extent they have varied their policies and tactics recently, but basically their 
approach continues to be the same as before. 

Now, Mr. Chairman, the basic problem which these countries face, 
and the basic objective we have in proposing to assist these countries, 
is to provide for their people, not a standard of living in any way 
comparable to the western European countries and our own, but to 
lift the very low standard of living, which is reflected by the fact that 
their average income is $50 to $55 a person, to at least a tolerable 
level. 

In the case of some countries—and this is particularly true of 
India—the result may be not even to raise the present level but to 
arrest the present rapid economic deterioration. 

In India one can show that in the period sirce India became inde- 
pendent, this has actually occurred; that instead of making economic 
progress, India has been running down. And this has put great 
pressure on the Congress Party government, which, despite the 
differences we may have with them, is still a solid middle-of-the-road 
government. 

Unless this Government can show progress, or the hope of progress 
in the foreseeable future, they cannot continue to exert their leadership 
over the Indian people. India may, as various commentators on 
India and south Asia have predicted, under such circumstances revert 
to a state of semianarchy involving the loss of power over the country 
by the central Government of India. This would indeed be a grave 
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loss to the free world because it is unlikely that a fragmented India 
could long stand the vigorous attack which communism has made. 

Up until now communism has not been an important force in India. 
The Communist Party in India has been, I believe, thought to have 
embodied some 80,000 people only, but the Indian Government has 
taken strong measures against them. Many are in jail. They have 
taken more vigorous measures against internal communism than most 
other countries in the world. So we feel that it is in our interest to 
help these south Asian countries carry out the plans which they, 
themselves, have devised and which they are attempting to carry out, 
but for which they lack both technical assistance and the necessary 
investment. 

Now, the programs we recommend, aggregating this sum of $66,- 
000,000, are indeed small for 500,000,000 people. This is very little 
above a purely technical assistance program of the point 4 tvpe repre- 
sented by the last year’s request to the Congress. It is a little more 
because we feel that we need a little more than just a few technical 
people in order to make an impact on this problem. 

But we do feel with the expenditures recommended here, and par- 
ticularly through the application of the extension type of approach to 
increasing production through better seeds, better methods, without 
large capital expenditures, that we can make a significant start toward 
arresting this deterioration. 

Mr. Gary. This is in addition to the money that we have already 
appropriated. 

Mr. McGueer. This is in addition, sir, to the $190,000,000 which 
was authorized as a loan to India to meet the unusual short-fall of 
wheat production and rice production in India. That arose out of a 
series of natural disasters which made it necessary for India to import 
beyond the 2,000,000 tons which they normally imported, an addi- 
tional 4,000,000 tons. 

Mr. Gary. Has that program been completed? 

Mr. McGueer. No, sir. It is almost half completed in terms of 
shipments from this country. 

Mr. Lorrvus. Purchase authorizations have been issued for 1,200,000 
tons. Not all of that has been shipped. I believe it is scheduled to 
be shipped by approximately December 31. 

Mr. McGuer. This will go to meet this unusual short-fall which 
would have precipitated disaster had not this country come to their 
aid. It has been greatly appreciated by the people of India. The 
attitude of the people and leaders has been greatly improved by this 
gesture, but it does not eliminate the recurrent need of supplying the 
2,000,000-ton deficiency which costs India approximately the same 
amount which we ourselves are spending, and that is the amount they 
requested of us, and which makes it impossible for India to apply her 
meager earnings toward the development of her basic agricultural 
resources. 

Now, may I go off the record? 

(Discussion off the record.) 


POLICY OF UNITED STATES TOWARD ECONOMY OF ASIA 


Mr. Couperr. Mr. Secretary, would it be fair to construe your 
very interesting and illuminating remarks as saving in effect that it 
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was the policy of the United States to support or maintain a floor 
under the economy of these countries you have been describing? 

Mr. McGuer. Mr. Coudert, we have not assumed so broad an 
obligation, | believe, as that which your statement reflects. 

We did, as has been discussed, at the request of the Government of 
India, provide $190,000,000° on a loan basis to buy 2,000,000 tons of 
grain which, in a sense, provided a floor to the Indian consumption of 
grain at something just above the starvation level. 

But in the sense of attempting to underwrite the economies of these 
countries at any agreed level, we do not undertake anything so 
ambitious. The needs of 500,000,000 people are very great indeed, 
and we would not wish to make any commitment in respect to those 
needs. 

The $66,000,000, applicable to 500,000,000 of people, is not a 
large amount, of course, on any per capita basis, nor will it greatly 
change the nature of the economies of these countries. But with the 
large technical assistance program which this program embodies, 
because it is still mostly technical assistance-—— 

Mr. Covperrt. I think we all agree with you that $66, 000, 000 is a 
relatively small amount. What concerns me and probably concerns 
others is that the amount may grow very much larger in the years to 
come if we are in effect commiting ourse ves to maintaining the econ- 
omy of these countries on any basis. . 

Mr. McGuer. Yes. Of course, again, I do not believe that we are 
maintaining economies because these sums we request could not go 
directly into consumption items. They go into agricultural extension 
type work, the buying of fertilizer, assistance in the building of fer- 
tilizer plants, the drilling of tube wells to increase agricultural pro- 
duction, and that type ef thing. 

I would say that a program of this nature—and I think we discussed 
this same question under the near eastern program—would consider 
an investment which we can or cannot make each year according to 
whether or not we consider it is in our interest. There is no obligation 
imposed to do it a succeeding year if we have done it 1 year. Doing 
it 1 year makes it a distinct contribution to the economy and another 
year would make a larger contribution, and we can contribute as much 
as we choose. I think if we start a program. it would be in our interest 
to carry it through some few years, 3 to 5 years, if we could. We 
would like to see it be effective, but if at the end of 1 year it was not 
in our interest we could abandon it without in any way having violated 
any commitment to these people. 

Mr. Gary. The thing that makes it most advisable at the present 
time is the present national emergency; is that not correct? 

Mr. McGuer. I would like to think that we have a continuing 
interest in people in the underdeveloped areas from the standpoint of 
themselves and the part that they can play in the world of free peoples 
if they were given the opportunity to develop themselves. 

It is quite true, sir, that the principal considerations, I would say, 
which makes us go forward this year with this program is—— 

Mr. Gary. I said that the thing that made it most desirable at this 
time is the national emergency, and I probably should have said the 
international emergency 

Mr. McGuer. That is correct. In this international emergency, as 
you put it, if these people through continued deterioration of their 
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economic standards, were led to subversion by the appeals of the 
Communists, and these 500,000,000 of people were lost to the free 
world, that would, in this so-called cold war, constitute a major 
defeat, and I believe by this small investment we will avert that in 
this strategic area. 

Mr. Gary. That being true, the prograth can be reviewed each year 
in the light of international conditions? 

Mr. McGuer. That is correct, sir. 

I would like to say that we should put our assistance in the per- 
spective of what these people themselves are trying to do for them- 
selves. 

CONTRIBUTIONS 


You have heard of the Colombo plan. Mr. Rusk has made reference 
to it. These countries in this area are the countries involved in the 
Colombo plan. As you know, India, Pakistan, and Ceylon are all 
members of the British Commonwealth of Nations and they cooper- 
ate within the Commonwealth toward the same objectives as we. 
The Commonwealth countries, with come of the countries of southeast 
Asia, have organized a plan which is both self-help and mutual help, 
and which extends over a period of 6 years, and on their own they are 
going forward with this plan. Already other Commonwealth coun- 
tries have made contributions. Canada has contributed $25,000,000. 
Australia bas contributed $25,000,000. The United Kingdom is not 
only making available sterling balances of more than $100,000,000 a 
year, but may make another direct contribution toward this program. 

Mr. WicGLeswortuH. Contribution to the over-all program? 

Mr. McGuesn. To the over-all program of the Colombo plan 
countries. 

Mr. WiaeLeswortn. How many countries are in that? 

Mr. McGuer. It includes India, Pakistan, Ceylon, Malaya. 

Mr. Lorrus. And the Associated States of Indochina have joined, 
but have not submitted a plan. 

Mr. McGuer. Other countries have been invited to join and plan 
later to join. 

Mr. Gary. Tell us something about the plan. 

Mr. McGuer. The plan was originally a 6-year plan. 

The Indians have now reduced their component to a 5-year plan, 
and the total embodied in all these programs was 1,868 million pounds, 
or a little over $5,000,000,000, and of course most of the sum mentioned 
here will be contributed by the countries themselves in their own local 
currencies. 

They did, however, calculate the deficiencies in foreign exchange 
which would be required, and the British were able to meet a large 
portion of this through the sterling which these countries had owing to 
them as a result of the war. There did remain, however, a consider- 
able deficit. The total external cost which they estimated remained 
was some 400 millions of pounds, about $1,200,000,000. They did not 
specifically request us to meet this deficiency. They made this de- 
ficiency known. We feel that the food-grain loan constituted a 
contribution to the Colombo plan in that the local proceeds from the 
$190,000,000 can be spent for development projects. We would 
consider that this $66,000,000, since it goes almost entirely to countries 
within the plan, would constitute a contribution to the Colombo plan, 
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and in making this contribution we feel we are encouraging these 
countries in this program which they have devised, and to which they 
have pledged the maximum possible of their own resources, and in a 
very intelligent approach, which is coordinated centrally by a perma- 
nent organization, and which is alined with a program of technical 
assistance, among and between these countries themselves. 

If you would like, I would be glad to answer questions, or I might 
go to the individual countries. I am afraid, if I go much further into 
a general statement, I may duplicate something. 

Mr. Covuprrt. I want to be sure that I clearly understand some- 
thing that, frankly, puzzles me. 

Do I understand that you are saying that the mere sum of 
$66,000,000, less whatever administrative costs may be involved in 
the form of salaries of American employees, is the sort of sum that 
makes the difference between anarchy and stability, and holding our 
relations with those people in the Far East or losing them, where you 
have an area populated by 500,000,000 people? Do you mean the 
stability is of such a delicate character that that very small sum 
relatively to the population involved could be a decisive sum? What 
would happen if we did not appropriate the money? 

Mr. McGuer. I do not think that you can show in other areas in 
the world that the amounts requested represent the difference between, 
as you point out, a stable government and anarchy. 

Mr. Coupert. You could have with the original Marshall plan. 
There were massive contributions to Great Britain and France and 
others to get them rolling. 

Mr. McGuer. Yes. 

Mr. Covupert. Here you are dealing with relatively insignificant 
sums, and yet you are attaching to those sums what seems to me a 
great amount of importance. 

Mr. McGuer. You are quite right. 


SALARIES OF AMERICAN TECHNICAL EXPERTS 


Mr. WicGteswortu. The breakdown you have furnished us would 
indicate about $12,000,000 out of the $66,000,000 is to be used for the 
salaries of American technical experts. 

Mr. Coupert. Would all of those people fall right into the Soviet 
orbit if they did not get the $48,000,000 im the next fiscal year? 

Mr. McGues. No, sir; you cannot show that that would happen, 
and it may not happen in the next fiscal year, but we feel this: that 
we can see definite evidences in these countries of economic deteriora- 
tion. We know that they need assistance. In many of these countries 
it is not so much a problem of the actual dollars in that some of these 
countries actually have a favorable balance of payments at the present 
time, although a balance of payments does not mean much when 
they are balanced at such a low level of economic activity. It is 
true, however, that they cannot make the start because they do not 
have the technicians and the administrators which would be paid by 
this $12,000,000 which Mr. Wigglesworth has just cited. 

We feel that the most important part of this program, more im- 
portant than the actual dollars-and-cents value, is the injection of 
these American technicians and administrative talent into these 
> songagad own development organizations and programs to assist 
them. 
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Mr. Gary. Do we have the technicians to take care of all of our 
needs in this time of emergency and at the same time furnish tech- 
nicians all over the world like this? 

Mr. McGuer. Mr. Chairman, the Technical Cooperation Adminis- 
tration and the ECA have looked into this question of the avail- 
ability of technicians against the amounts required for these programs, 
and they find they are available, sir. Actually, the level of technical 
competence required to go out into these relatively undeveloped areas 
is not so great as is required in this country. 

Mr. Covupert. You mean incompetent Americans who could not 
make a living in the United States would be able to teach the Indians? 

Mr. McGueer. It is not so much a question of incompetence, sir, 
as it is the degree of training and the age of the men. Whereas in this 
country the standards of technology are quite high, a man to make an 
advance would have to be educated at a very high level. In these 
countries I am speaking of, the requirement is very low. A man who 
is trained in college, with 1 or 2 years of experience, can make a 
distinct contribution. 

Mr. Couperr. A retired Iowa farmer, instead of going to California, 
could keep right on going and be an expert in India. 

Off the record. 

(Discussion off the record.) 

Mr. McGues. Many of the people who go out have been recruited 
from the land-grant colleges. There are young men who are gradu- 
ated from the land-grant colleges and agricultural and mechanical! 
colleges all over the country, who can profit from several years of 
experience in these foreign countries and have enough knowledge to 
make a distinct contribution in a place such as India or Pakistan. 

Mr. Covupert. Is there any possibility of private financial invest- 
ment following these activities in these countries? 

Mr. McGueer. Mr. Coudert, I wish I could be more optimistic 
about the possibilities of private capital following these technicians 
than I am. That is our hope and our objective. It is hoped that 
when stability has been achieved and these people raise their standards 
a little that a suitable condition will exist so that private capital will 
come forward. Unfortunately the experience in India and Pakistan 
is not encouraging. Almost no private capital has come forward. 
$2 or $3 million has come forward, and that 1s all. 

That derives from many factors. One of them, of course, is the 
general world situation. Until that is bettered I question whether 
large amounts of capital will be forthcoming. 

Mr. Gary. Let us consider the countries now. 

Mr. McGuee. Yes, sir. 

Mr. WicG.Leswortn. Off the record. 

(Discussion off the record.) 


GENERAL ECONOMIC DATA 


Mr. Gary. Will you, Mr. McGhee, have prepared for us a table 
showing the general economic data for this area, such as is contained 
in a similar table furnished by the ECA for the countries of southeast 
Asia which has already been inserted in the record? 

Mr. McGuee. Yes, sir. 

(The information is as follows:) 


Asia 


—selected countries of south 


General economic data 
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INDIA 


Mr. Gary. Do you want to take up India first? 

Mr. McGuesr. Yes, sir. 

Mr. Gary. All right. 

Mr. McGuesg. India is the largest of the free nations in Asia. It 
has some 350 millions of people. It is, as I have stated, a democracy. 

India is principally a producer of agricultural products. The only 
one of those products which earns any real foreign exchange is burlap; 
jute and jute products, burlap. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. McGues. The Indians themselves, as their part of the Co- 
lombo plan, now have a 5-year development program aggregating 
some $3 billion. 

Some 20 percent of their budget, which is around $910 million, is 
spent in this development plan, and what we would propose would 
augment this plan, particularly in the furnishing of technical assist- 
ance. 

As I stated before, the Indians must import 2 million tons of food 
grains in order to avert starvation. It is our basic objective to assist 
these people in overcoming that necessity for importing and also ulti- 
mately to raise the level of production to the extent that consumption 
of food grains in India, which now yields a caloric intake of about 
1,600 or 1,700, can be increased to a more tolerable level. 

Mr. Gary. What is the shortage due to this year? 

Mr. McGuee. The shortage this year is due to an accumulation of 
natural disasters, which in some places assumed the form of floods, 
which washed out the crops; in some places the form of a drought, 
which ruined the crops; and in other places assumed the form of locusts. 

The total short fall was on the order of 5 to 10 million tons of grain. 
The Indians purchased another 2 million tons themselves, over and 
above their normal purchase of 2 million. They did not have exchange 
to do more, and they requested us for the last 2 million. 

You can show statistically that these occurrences, although they 
occur in a small portion of India each year, never occur with this 
great concentration except periodically about once every 20 years or 
so. Would not expect an immediate recurrence of this disaster. 

However, you have a long-range problem of making India self- 
sufficient, so that foreign exchange resources can be devoted to the 
purpose of development, and ultimately the raising of the standard 
of living. 

As you know, India has about 8 million refugees who must be 
housed, who were left over from the exchange of populations that 
occurred with the separation of India and Pakistan. 

There is a desperate need to make a start in industry, and some of 
the urban centers of India need industry badly if you are to get 
employment and any hope of raising the living standard. That ulti- 
mately will be a question of free enterprise, private initiative, but 
some impetus must be given to it by the Indian Government. 

India’s balance of payments this year is probably running $100 
million in the red. This has been due to the necessity for Seti 
this extra grain, and because her normal shipments of burlap were 





644 


retarded. They are now at normal and next year should earn the 
normal $100 million which India usually earns from this source 

India will have a problem over this next 5 years of not only utilizing 
her meager earnings of foreign exchange but also getting all the 
foreign exchange she can from the International Bank and sterling 
balances in the United Kingdom, and what she can contribute, if she 
is to make a dent on her development problem. 

I think it might be best if Mr. Loftus could tell you the particular 
projects that we have in mind, and how they can help meet this basic 
problem. 

Mr. Gary. We would like to have now a statement of the program 
for India. This covers how much? 

Mr. McGuesr. Some $54,565,000. 

Mr. Gary. $54,565,000. That appears on page 63. Will you 
give us the details of that program, please. 

Mr. Lorrus. Yes, Mr. Chairman. 

In the interest of brevity I would like to suggest that I try to give 
you the main structure of the program without reference initially to 
these lines on the table, because the program does not quite fit 
logically into these categories adopted for general use. 

The fundamental premise for this program is that while India needs 
development in the fields of industry, transport and communication, 
its main immediate need and the problem which it must lick if it is 
to make any progress in these other lines is the problem of food supply. 
That is, therefore, the primary objective of this program. 

The second premise that we entertain is that that food problem 
can be licked. Speaking broadly, it is possible to increase produc- 
tivity in Indian agriculture faster than the population can increase. 
That has been established. Mr. Holmes has done it in any area of 
India in which he has worked. 

The third premise is that over a period of time the best way of 
achieving that objective is by this agricultural extension type of work 
that Mr. Holmes has done. He has, as Mr. McGhee said, increased 
productivity, increased crop yields in any of the several areas of 
India in which he has worked by anywhere from 30 percent to 150 
percent, varying with the crops and with the soil conditions in the 
particular little pockets of territory in which he operated. 

However, Mr. Holmes has been operating up until now almost 
as an individual county-agent type. He has, therefore, been limited 
to very small pockets in a very large country. 

We discussed extensively with Mr. Holmes some months ago and 
some few weeks ago, when he was here in Washington, what were the 
limitations on how far that operation of his could be broadened and 
how much territory he could cover. It appeared that the limiting 
factor was the one you mentioned before, the availability of agricul- 
tural technicians of this kind. 

After much checking it was felt that probably somewhere in the 
neighborhood of 50 extension-agent types was about the maximum 
that you could recruit for this program and administer as an efficient 
team. That figure of 50 contrasts with approximately 50 million 
farm families in India. Therefore, it is evident that this approach, 
over a long enough period of time, over 10 or 20 years, can have spec- 
tacular results, buc if we are looking, as Mr. McGhee said, for a quick 
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favorable impact upon the Indian economy in the short run, it is 
necessary not merely to carry on that extension type of work and to 
expand it to the maximum feasible extent, but also to make certain 
changes in what you might call the agricultural capital plant of India. 

The things that are needed for the Indian food economy are, over 
and above the improved methods of cultivation, land, water, soil 
nutrients, and one special problem I will come to in a moment. 

So far as the land is concerned, there are large tracts of land in 
India that are cultivable, relatively good soil by Indian standards, 
that are overrun with a grass known as Kans grass, that stands close 
to a height of 20 feet, something like sugarcane in appearance, with 
a deep root structure. It needs clearance tractors for its elimination. 

There are not less than 10 million acres of clearable land in India 
now infested with this Kans grass. We would propose as one part 
of this program to supply enough of this clearance tractor equipment 
to get 250,000 acres per year of this Kans grass land cleared for as 
many years as the life of the equipment would permit. 

That in turn would be a function of how well the equipment would 
be maintained. So, in that context, we propose as a complement to 
the equipment itself to provide some American technicians to make 
sure that the techniques of maintenance are understood. The Indians 
have used mechanical equipment of this kind before, but they have 
found that its useful life has been sometimes not much over a year 
when it should be 6 or 7 or 8 years. 

The second need is water. There are large tracts of land in India 
which are either not productive at all or are productive at extremely 
low levels. I mean at something like 375 pounds of wheat to the acre, 
or 400 pounds of rice to the acre. They are unproductive because of 
the lack of a regular water supply. In these particular areas, which 
are scattered around in the Central Province, in Bihar and the United 
Province, there is known to be a deeper water table that can be reached 
by deep irrigation. It would, therefore, be proposed to operate in 
these particular areas that are suitable to this kind of irrigation and to 
construct some 1,500 tube wells which would tap this deeper water 
table. These tube wells would irrigate anywhere from 500 to 800 acres 
per well and would provide a regular water supply, so that these terri- 
tories would not be dependent on the vagaries of a monsoon climate. 

Mr. WicGLeswortH. What do we supply? 

Mr. Lorrus. The proposal here with respect to this tube well 
project is that it would be contracted out to a firm that has an estab- 
lished ability to do that, and that we would supply the dollar cost. 
The Indian Governmert would supply whatever cost was needed to 
be incurred in rupees in the area. The dollar cost would include 
administrative overhead, for example, of the contracting firm, and 
all the material that would need to be imported. I should say the 
foreign exchange cost; it would not necessarily all be in dollars. That 
would not cover the local labor, which would be a very large element 
in the matter. 

Once you have the water to the surface, seeing that it flows out to 
the proper irrigation channels is necessary. 

Mr. McGuer. You need, of course, portable drilling rigs, casing 
for the wells, the pumps, of course the fuel required to drill, and then 
the pumps. 
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Mr. Lorrus. The third need I mentioned was soil nutrients. It is 
important to remember in this connection that India is a farm land 
which has been cultivated almost without intermission for 3,000 years 
or more. The pressure of the population on the land, particularly in 
recent decades, has been so great that green manuring is almost im- 
possible. There is not enough extra land around so that you can 
afford to let a particular piece lie fallow or in grass. 

Animal manuring is at a very low level because to the people of 
India the fuel value of animal manure is greater than the soil nutrient 
value. Dung is in fact consumed as fuel. What is needed is chemical 
fertilizer. 

There are many experiments, particularly those conducted by the 
Imperial Chemicals Industries in selected areas of India, that show 
you can increase productivity without any other changes, without any 
changes in the irrigation picture or in the seed picture. You can 
increase productivity, of typical rice lands particularly, by 30 percent 
with a proper application of ammonium sulfate. 

To meet this requirement we have a dual proposal. That is, that 
we finance the foreign exchange cost of new fertilizer production capac- 
ity within India, which would involve extension to a plant that the 
Indians have just completed themselves at Sindri near Calcutta, 
and are just bringing into production. That would be an extension 
to double the capacity. The plant was originally planned with that 
in mind, that it could be extended to double capacity. There would 
also be the construction of a new plant, in South India, of smaller 
dimensions. 

The other part of the dual proposal is that, pending completion of 
this engineering work, some effort be made to provide India with a 
complement to what it can afford to purchase in the way of fertilizer 
supplies from abroad. That project is the one appearing on the table 
under “‘maintenance of essential supply.’”” There is approximately $3 \% 
million worth of ammonium sulfate. As I recall it, the amount is 
some 45,000 tons of ammonium sulfate. 

I emphasize that we do not have in mind any continuing process 
of supplying the fertilizer requirement of the Indian agricultural 
economy, but we have this in mind as a temporary supply of soil 
nutrients while their own indigenous capacity is being brought into 
existence. This fertilizer plant capacity, incidentally, would utilize 
available local raw materials—gypsum. 

Those are the three main foci of the program. I said that there 
was one special problem in India, and that is that because of the 
religious tradition, which you are familiar with, and the so-called 
sacred cow tradition, the vast majority of Indians are not meat- 
eaters. They are, therefore, subject to protein deficiency diseases. 
This happens despite the fact that the fishery resources of the Arabian 
Sea and the Bay of Bengal are obviously enormous. 

The Indians have neither the technical knowledge nor the equip- 
ment to know how, in the climatic conditions that they face, to make 
use of these fish resources. Their boats are not capable of going to 
deep water without having so long a voyage back that the fish are 
spoiled when they get back. The volume of fish actually available 
for consumption is very small and is limited to the immediate coastal 
areas. 





647 


Therefore, we would propose a fisheries project which would be in 
effect a demonstration project, a pilot plant operation, to show the 
Indians what can be done with suitable fishing marine equipment and 
suitable refrigeration equipment, and thereby open the door for them 
to the utilization of this very large food resource, which is virtually 
unutilized at the present time. 

Those are the essential elements. In addition to those there is a 
fairly large number of relatively small technical assistance programs 
in the fields of education and so on, that tie in more or less Denke 
with these basic projects. 

Mr. Wice.teswortnu. But this goes way beyond technical assist- 
ance. 

Mr. Lorrus. The specific projects I mentioned, of the tube wells 
and the fertilizer plants; yes. 

Mr. Couperr. Those projects could not all be taken care of in 1 
year, so you must have in mind a second program after this. 

Mr. Lorrus. These elements have been computed on a total-cost 
basis. The funds would be obligated within a single year, and the 
actual finishing of the construction would run on into the second year, 
in the case of the fertilizer plants. 

Mr. Covupert. Have you other projects in mind to get started, 
when you get these things through; projects of the same sort? 

Mr. Lorrus. If you mean, Mr. Coudert, do we have the detail of 
the program for fiscal year 1953; no, sir. 

You can see where these things lead to. If it appears in our national 
interest in the next fiscal year to continue assistance to the economy 
of India, what I have recited tonight is by no means an exhaustive 
list of things that would need to be done in India. 

Mr. Counert. As of this moment if you were handed a very much 
larger sum of money you would have projects readily available? 

Mr. Lorrus. Yes, sir. 

Mr. McGuee. Are there any questions, Mr. Chairman? 

Mr. Gary. I have no questions. Does any member of the committee 
have any questions? 

Mr. Lorrvs. If you wished, I could identify in terms of these items 
in the table what corresponds to what; but I thought this would be a 
clearer presentation. 

Mr. Coupert. I think you have given a very clear and enlightening 
picture of just what you have in mind. 


PAKISTAN 


Mr. Gary. The next country is Pakistan. 

Mr. McGuekr. Yes, sir. Pakistan is the only other country for 
which we request a sizable sum, Mr. Chairman. 

Mr. Gary. As I understand it, the program in Pakistan contem- 
plates an expenditure of $10,778,000? 

Mr. McGuee. That is correct, sir. 

Pakistan, Mr. Chairman, has a somewhat different situation from 
that of India. The basic difference is that Pakistan is a surplus 
producer of foods and thereby derives foreign exchange which is used 
in its development. Pakistan at the moment has a favorable balance of 
trade. 


89249-—51—pt. 3-9 
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It is true, as I have said, with respect to other countries, that this 
is at a very low level, and Pakistan does need the introduction of 
capital if she is to raise the very low standards of her people. The 
per capita income now is $50 or $55 per year, which is about the same 
as it is in India. 

Pakistan is proceeding on her own. She is borrowing $65 million 
from the International Bank, and she is in the development program 
making use of her earnings which she gets now from her sales of jute 


and wheat and cotton, which are the principal products she has in 
surplus. 


Off the record. 

(Discussion off the record.) 

Mr. McGuee. We do, however, have a great incentive to help 
Pakistan, for the reason that Pakistan is very cooperative with us 
and the Western countries. Pakistan has a very forthright attitude 
with respect to the basic cold-war issues. Pakistan did not send 
troops to Korea, but Pakistan has in other ways demonstrated her 
willingness to participate with us. 

Pakistan, I believe, in this very critical period that she is just 
emerging from—beginning a separate national existence, trying to 
get started, trying to take care of the millions of refugees which she 
has as a relic of separation from India—needs help. it we will hel 
her a little now to make this start we will earn tremendous good will 
from a people who could play a very important role ultimately. 

That is why we recommend this program, which Mr. Loftus will 
describe, which is basically to raise more food not only to meet her 
own needs but to increase her exports. 

Mr. Wicciesworts. Off the record. 

(Discussion off the record.) 

Mr. McGueer. We will supply, Mr. Chairman, the same table 
showing the population, et cetera, so I will not bore you by reciting 
those figures, which we have available. 

(The information has been inserted in the record.) 

Mr. McGuee. I might say that the relativity of the two programs 


is in approximate relationship to the populations and national incomes, 
et cetera. 


Mr. Gary. What about the program itself? 

Mr. Lorrus. Mr. Chairman, the general lines of the program are 
similar to those I sketched out in the case of India, except that there 
is not the emphasis on major capital facilities such as fertilizer plants. 
I think for that reason it would be quicker in the case of Pakistan to 
single out the major items appearing in the table on page 63 and tell 
you briefly what lies behind those figures. The largest single item 
is essential supplies and that is made up of two separate supply pro- 

rams, one for fertilizer at about 25,000 or 30,000 tons and another for 
arm implements. These are basically a very simple kind. This is 
not a revolutionizing of Pakistan agricultural techniques. As a matter 
of fact it runs from $9 plows on down to 80-cent rakes. 

Mr. Coupgert. Why should we contribute to that when the 
Secretary says that they are financially self-sufficient and earning 
foreign exchange? Why is not Pakistan in a position out of its owa 
resources to acquire essential supply items? 

Mr. McGuee. Pakistan is earning foreign exchange. However, 
her needs for development purposes are much in excess of her earnings. 


Th 
anc 
j 
Th 
cou 
71 
cou 
refe 
by 

of | 


nee 
of | 


for 
, 


4 


pec 





649 


That is why she is borrowing this money from the International Bank 
and that is why she needs to receive a grant during this critical period. 

You see, the limiting factor is the availability of local currency. 
They do not have the means of borrowing from their own people, as 
countries in advanced positions such as ours do. 

The products which are brought in under this program would derive 
counterpart. The fertilizer or the plows to which Mr. Loftus hus 
referred would be sold for Pakistani currency, and that could be used 
by the Government in the development program, increasing the area 
of acreage in the Punjab, in building new diversion dams that they 
need in order to use the waters of the river, and so forth. That factor 
of local currency is just as important or even more important than the 
foreign exchange requirement. 

Mr. Couprrt. Mr. Loftus, is that the same item on line 9 with res- 
pect to India for the purpose of supplying the same sort of implements 
that you just mentioned? 

Mr. Lorrvs. In the case of Indian it is all fertilizer. 

Mr. Coupert. $3,300,000 is all fertilizer? 

Mr. Lorrus. Yes; except for a very small amount of technical 
assistance to show them how to apply it. 

Mr. McGuetr. I would like to emphasize that just because a country 
is in balance, and maybe is earning a small amount, does not mean 
that that is enough to supply the capital needs for development. Its 
balance is at such a low level of activity that it does not provide the 
tolerable standard for those people. 

Mr. Covupert. Of course, nobody ever has enough. 

Mr. McGuer. This is but to make a start in these countries. They 
require technical assistance and the introduction of capital which the 
International Bank is furnishing, but not in sufficient quantities or in 
a flexible enough way to get on with many of the projects which we 
recommend, 

Mr. Lorrvus. I had intended to go on and say that one purpose of 
this project is, as Mr. McGhee suggests, for the generating of local 
currency needed to carry on the other projects that are listed under 
the other lines here, because I should make this clear—and this is true 
also in the case of India—that these totals and the individual line 
figures represent only the external costs of the projects envisaged, so 
that the question remains of where the local expense will come from. 
The taxing capacity of these governments is very limited. The tax 
systems are necessarily regressive by our standards. The internal 
borrowing capacity is very limited. Actually the cost of the projects 
involved in the Pakistan program—lI could compute it out for you— 
is approximately double the total shown here. This particular line 9 
is designed to provide some of the local currency which the Pakistan 
Government would be expected to contribute. 

The next largest item is line 7, the item $2,100,000, and this also 
consists of two projects. One is $1 million for the improvement of 
the agricultural aoile es in Pakistan which are of a very primitive 
order and have virtually nothing in the way of equipment. They do 
not have laboratory equipment or demonstration equipment. 

Mr. Wiae.eswortu. Is that plant construction? 

Mr. Lorrus. No; a very large part of that $1 million is technical 
assistance, the provision of faculty and books; but also what you 
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might call laboratory equipment, the kind of thing you have in a 
modern agricultural college. 

The other project $1,100,000 is to finance eight mechanical trade 
schools. The Pakistanis, constrasted with the Indians, have not had 
anything like the, same degree of technical training. They were by 
and large agriculturists even under undivided India. It has been the 
experience, for example, at the Embassy, that the Pakistanis are very 
quick at catching on to simple things connected with motor mainte- 
nance, if somebody will show them how, but they do not have even 
the most primitive knowledge of the uses and purposes of a hammer 
or a chisel. And that is a crying need of a country which has possi- 
bilities of industrialization—light industry. There is no basis of even 
what we would call semiskilled or just barely above unskilled labor. 
What we have in mind here are schools patterned along the general 
lines of the quickie schools that the Army has run in motor mainte- 
nance, where there is no pretense at scientific education, but a quick, 
practical course in how to do certain things in the field particularly of 
motor maintenance, mobile and railroad equipment, truck equipment, 
agricultural equipment, where the upkeep deficiencies are a great 
deterrent to progress. 

The next largest item is in agriculture, forestry and fisheries, in 
line 3, which consists mostly of three projects, one being an agricul- 
tural extension program along the lines of the larger one in India, the 
Horace Holmes one that I spoke of before, at a cost of just under a 
million dollars; secondly, a clearance and reclamation project near 
the Indus River. This is really a refugee resettlement project because, 
as you know, on partition there were large numbers of displaced 

ersons who migrated from what is now India into Pakistan and they 

ave, for the most part, settled down on the outskirts of Karachi and 
Hyderabad and are really unemployed or so underemployed that you 
might as well call them unemployed. They sit and weave things, and 
if they can find a buyer, they sell them, but they live mostly in 
burlap shacks. It is proposed that a substantial number of these 
unresettled refugees from what is now India would be able to find 
agricultural employment in an area that would be cleared along the 
Indus River. 

The third major project under this head is a tractor mtroduction 
scheme, the point here being that there are large areas particularly in the 
east Pakistan rice lands where you get almost a complete crop failure 
in perhaps 1 year out of 3 or 2 years out of 5, because it is not possible 
by hand methods to plow quickly enough in the short period that there 
is between the monsoons and those are potentially very fertile rice 
lands, but they are inhibited by the fact that they have to be culti- 
vated mechanically. You cannot introduce mechanical farming 
overnight on a large scale into a country like Pakistan. There is an 
educational process needed and the object here would be to show 
them slowly the use and the maintenance of mechanical equipment. 

Mr. Coupert. All these programs are really long-range programs, 
although the sum that is asked only scratches the surface in the first 
year. 

" Mr. Lorrus. Yes; but they are, many of them, projects that could 
go on under theirown momentum. That is to say, this tractor intro- 
duction project could bring in demonstration tractors and could also 
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have trained enough Pakistanis in a year so that the thing could carry 
on with some considerable effect every year, even if we were to drop 
out of this. 

Mr. Coupert. But it would only affect the general situation over 
a period of so many years. 

Mr. Lorrus. That is true. And only if the Pakistan Government 
and the people decided to put into practice the lessons they had 
learned. 

Mr. Chairman, is it your wish that I go on with the other lines? 
These are the largest projects that I described, actually, on these other 
lines. 

Mr. Gary. Is that sufficient detail for you, Mr. Wigglesworth? 

Mr. WicGLesworts. Yes. 

Mr. Gary. I think that is sufficient. The programs for the other 
countries are grouped. 

Mr. McGuer. They aggregate $450,000. It is entirely technical 
assistance; Afghanistan, Ceylon, and Nepal. 

Ceylon is a country that now has a foreign-exchange favorable bal- 
ance; so, we do not feel that we are justified in putting in a large sum 
here. It is desirable, however, to give these people some technical 
assistance. 

Mr. Gary. Most of it is in agriculture and small industry? 

Mr. McGuer. That is correct. We have here a very important 
project: to survey the water resources. Ceylon, although a great pro- 
ducer of tea and rubber and other commodities for export, is not self- 
sufficient in foods; and in normal times, when these commodities do 
not command a high price on world markets, as they now do, they have 
a difficult time in procuring the necessary foods. 

Mr. Gary. I note that in these countries you have no public-health 
program. 

Mr. Lorrvs. There are World Health Organization programs in 
actuality or in preparation in Afghanistan and in Ceylon. I am not 
sure about Nepal. In the case of Nepal, we are dealing with a very 
small fund allotment, and we felt that within the very small limits it 
was best directed toward finding out what was in the country, finding 
out what the agricultural and mineral potentials of the country were. 
They are almost unknown. 

Mr. Gary. What are the general health conditions in this area? 

Mr. McGuee. In general, of course, very poor, largely rising out 
of malnutrition, but with the usual diseases that one finds in over- 
crowded urban areas. Tuberculosis is a great problem, and eye 
diseases, diseases of an infectious nature. 

Mr. Gary. We have had a pretty good description of this in the 
case of Indonesia and Indochina; this is about the same situation, 
I take it? 

Mr. McGuer. That is correct, sir. 

Mr. Lorrus. I think, as far as the program goes, there is one 
difference, and that is that the public-health activities projected for 
India, and Pakistan, are what you might call nonspecific; that is, 
not directed against uprooting any one particular disease, such as 
trachoma, but the main emphasis would be on getting mobile teams, 
consisting of a physician, a nurse, a sanitation expert, and have them 
cover a lot of ground, working on preventive medicine, and taking 
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care of minor injuries so as to avoid gangrenous infection, and fol- 
lowing sanitary practices. It is not a case of taking up some one 
disease, with the possible exception of malaria, which is widespread, 
but rather educating people to avoid poor health practices which 
reduce productivity. 

Mr. Covuprerr. What is the annual population increment in India? 

Mr. McGuer. About 4 million. That actually is a lower net rate 
per thousand than in this country and Western European countries. 

Mr. Coupert. And Pakistan is about the same? 

Mr. McGuen. About the same ratio to the population. Of course, 
that is partially the result of a very high infant mortality rate. It is 
the total mganitude of the population ratber than the rate of increase 
which creates a problem. As Mr. Loftus pointed out, however, you 
can forsee increases in land brought into cultivation and productivity 
which can well exceed the rate of population increase. So that the 
situation is by no means hopeless. It would achieve a real increase 
in the standard of living. 


Status oF CouNTERPART FuNps, ALL TITLES 


Mr. Wice.teswortu. Mr. Chairman, I do not think we have had 
any over-all table on counterpart funds. We have it for title I, but 
not for the other titles. May we not have something furnished for 
the record on that? 

Mr. Gary. Do you have any counterpart in title II? 

Mr. McGuer. Yes, sir; all of this would engender counterpart. 
I think in most of these projects indicated we have the local currency 
cost and we could show you that. 

Mr. Wiacieswortu. What I would like is a table showing by title 
and country what counterpart funds would be on hand. 

Mr. McGueer. Yes, sir; we shall furnish that. This is the first 
year we have proposed programs of this magnitude here. We had a 
relatively small point 4 program in this area last year. That was 
about $4 million and there was no counterpart. They did have to 
make good their portion of the expenses, but it did not result in an 
accumulation of counterpart. 

(The material referred to is as follows:) 
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Status of European local currency counterpart accounts under Public Laws 472, 84, 
and 389 as of July 31, 1951 


{Dollar equivalents of the local currency, in millions of dollars] 





Public Law 472 
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oe only the unencumbered portions of deposits for which ECA is responsible for approving the 
utilization. 

2 See introductory note on “‘dollar equivalents.” 

8 Excludes 5 million Belgian francs (equivalent to $100,000) loan from MDAP, and 5 million Belgian 
franes (equivalent to $100,000) loan from Belgian Government. 

A Does not include the equivalent of $65.8 million transferred to the GARIOA counterpart account in 
Germany. 

5 Balance of GARTOA counterpart funds remaining after disbursements which have been requested by the 
United States. However, the United States has priority on use of this balance before any funds become 
available for use by Germany. 

6 Aid furnished from European program funds. 

7 Less than $50,000. 
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Status of United States (5 percent) portion of European counterpart funds under the 
Foreign Assistance Act of 1948, Public Law 472, as of July 31, 1951 


[Dollar equivalents of the local currency, in thousands of dollars} 


| | | 


| | E ee 2 } 








| Oe Mee nditieta! Trans- | 
| tnited | | fers to | 
| ee | } | U Jnited 
Country | portion | ee } 
| of de- a | 
| posits ! : 


Other 
trans- 
fers 


Stra- 
tegic 


| 
/Admin- 
| = mate- | 


Total | istra- 
| tion 


ments 


te gic 
mate- 
| rials 3 


rials 


r: 
Total Ce ey : ‘$399, 161 $1: 56, 243) $35, 07 2 77, 064) 4, 107| i, 747) $8, 800 “7, 77 


Austria_____- aren x, 73¢| 3,912; 1,110) 2,802) 9, 878 a 
Belgium- Luxemburg. ; * 503) 483) 439} ___. } 44 oak |. 
Denmark ; ns 9, 75# 1, 740 691) 562) 487) 1,705) ; 1,100 
France 93,459) 40, 946) 5 19, 155) 7, 136) 14,655) 20,383) €2,807) 13,456 
Germany (Federal Republic) 53, 295) 11,311 .928) 3,607) 5,776) 2,000 14, 648 
Greece __. 30, 369 3, Of , 53: 901) 657 4, 167 592 
Iceland ; 629 7: 7 1 208 

Treland : 530 ’ } 27} tt 

Italy , 505) 30, 195 3, 947 9, 3 16, 898) 3, 880 652 
Netherlands 35, 949 8, 586 &S h, 773 927 3, 026 . 128 
Indonesia ? ‘ , 48 3, 35: 7$ 3, 17% = 

Norway 5, 179 . 556 iy 207 923 
Portugal__- 881 ¢ ‘ 33 286 
Trieste f 356 ; ; 148) 791 

Turkey 3,53 7 é , 038) 5 RON ii ost | 

United Kingdom ; 3, 24! 77 , 737] , 80! 1, 135} _- ‘ 74; 20,174 
Yugoslavia : teh gs  iciee 
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COUNTRY AND CURRENCY UNIT 
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Ireland (thousands of pounds) __----- \ 77 | oer 10 
Italy (millions of lire) 24, , 356 2,405) 5, 585 366; 2,45 
Netherlands (thousands of guilders) 34, 35 30, 370 3,112) 23, 748 3,510, 11, 
Indonesia (thousands of rupiah) 7 25,5 10, 783) 2, 003 ; i 
Norway (thousands of kroner) 7,5 9, 505 3, 615 - * , 453) 6, 
Portugal (thousands of escudos) 25, 331| 14,775; 11, 756 , 125 SU4 8, 22 
Trieste (millions of lire) 975 220 126)... ot 
Turkey (thousands of liras) , 013 3,940) 2,906 7 864 
United Kingdom (thousands | 

pounds) - -- -| 27,326; 14,980 897 13, 682 401'\.._. | 348 
Yugoslavia (thousands of dinars) } 15,395} 134 134). ...- aren) eRe 1, 400 





' Includes interest received on bank deposits in Austria, Denmark, Iceland, Ireland, Italy, Portugal, 
Trieste and United Kingdom. 

? Excludes temporary advances to MDAP and USIS. 

3 Includes only signed contracts for strategic materials. Does not reflect counterpart funds which have 
been earmarked for pending contracts in various stages of negotiation or for other planned projects. 

‘ In addition to transfers of 14.2 million Belgian francs, the United States portion includes an advance of 
5 million Belgian frances (equivalent to $100,000) from the Belgian Government and a loan of 5 million 
Belgian francs from MDAP—to be repaid from future counterpart fund deposits. 

5 Includes expenses of the Office of Special Representative. 

6 Includes 683 million francs ($1,953 thousand) temporarily advanced to Indochin.. 

* Aid furnished from European program funds. 
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Stratus or Far East Locat Currency CouNTERPART FuNpDs! As OF 
Juty 31, 1951 


[Dollar equivalents of the local currencies, in thousands] 





Country 


Deposits ? 


‘Transferred 
for United 
States use 


Available 
for country 
use 


Withdrawal 
for country 
use 


| 


s 
Balance 


| 





$1, 401 


$58, 858 


$18, 484 $40, : 





Formosa 3 i i : 

Indochina Associated States__._._..- 
Philippines Tees ures 

Burma 

Thailand 

Indonesia 


46, 888 
6, 457 
3, 081 
2, 183 


14, 358 
3, 736 

















1 Excludes Korea. 

2 Adjusted dollar equivalents of deposits. 

8 Excludes counterpart funds account on China mainland prior to Communist take-over. 

4 Does not include 511 million rupiah (equivalent to $47.2 million at present rate of exchange) deposited 
to match aid furnished Indonesia from European program funds. 


Counterpart funds in title IT and title IV areas are not generated nor available 
in the same manner as funds reflected for the two titles shown above. 


Mr. Wiace.ieswortu. I should like to make a general request that 
would cover not only title I but the other titles of the act by country. 

Mr. McGuee. Are you speaking of title II? 

Mr. Wiccieswortu. | am speaking of all titles. 

Mr. McGuer. In title I] you have the same situation as when I 
appeared before you before. 

Mr. Gary. What we would like to have is a table showing the 
counterpart situation. 

Mr. McGues. Yes, sir. In title II and this portion of this title 
there is no counterpart in that this is the first year that programs will 
be proposed. 

Mr. Wiacieswortu. There will be, but there is not as yet? 

Mr. McGuer. That is correct. And it will be utilized for the 
purposes of this program. 

Mr. Wice.ieswortu. I wonder if you could give us a statement 
showing the part of this program that is handled by ECA and the 
part that is handled by the State Department? Could you prepare 
such a statement for the record showing the different methods of 
operation? 

Mr. McGuee. Yes, sir. 

(The statement is as follows:) 


STATEMENT REGARDING ADMINISTRATION OF EcoNoMIC ASSISTANCE PROGRAMS 


It is the present expectation that the Mutual Security Agency (succeeding to 
the powers, functions, and responsibilities of the Economic Cooperation Admin- 
istration), will continue to operate economic assistance programs in all countries 
in which the Economie Cooperation Administration has been operating hereto- 
fore, i. e., in all European countries receiving economic assistance and in the 
six countries of southeast Asia, viz, Burman, Formosa, Indochina, Indonesia, 
Philippines, and Thailand. 

Additionally, it is anticipated that the Economic Cooperation Administration 
will conduct economic assistance programs in three other countries where the 
size of the program envisioned is relatively large. These countries are India, 
Pakistan, and Iran. 

Economic assistance would be administered by the Technical Cooperation 
Administration of the Department of State in all aid-receiving countries not 
covered by the two preceding paragraphs, i. e., in Israel and the Arab States; 
in the independent countries of northern Africa (Libya, Liberia, and Ethiopia) ; 
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in Afghanistan, Ceylon, and Nepal; and in all countries in Latin America receiving 
economic assistance. 


The foregoing describes what, under present thinking, would be the pattern 
of administration for fiscal year 1952; it also describes.the pattern of operation 
that now exists, except that the Economic Cooperation Administration does not 
now operate economic assistance programs in India, Pakistan, or Iran. 

Mr. Gary. This concludes all of title III except the military, and 


we shall take up the military aid in title III at 10 o’clock tomorrow 
morning. 


Mr. McGuer. Thank you, Mr. Chairman. 


Fripay, Ocrosper 5, 195f. 


TITLE UI. ASIA AND THE PACIFIC—MILITARY 
ASSISTANCE 


WITNESSES 


BRIG. GEN. GEORGE OLMSTED, DIRECTOR, OFFICE OF MILITARY 
ASSISTANCE, OFFICE OF THE SECRETARY OF DEFENSE 

ROBERT E. O'HARA, PROJECT OFFICER, FOREIGN PROGRAMS, 
DEPARTMENT OF DEFENSE, OFFICE OF THE SECRETARY OF 
DEFENSE 

COL. HENRY C. BURGESS, G-4 DIVISION, OFFICE OF THE CHIEF 
OF STAFT, UNITED STATES ARMY 

SAMUEL T. PARELMAN, SFECIAL ASSISTANT TO THE ASSISTANT 
SECRETARY OF STATE FOR FAR EASTERN AFFAIRS 


JOHN MURPHY, COMPTROLLER, MUTUAL SECURITY AFFAIRS, 
DEPARTMENT OF STATE 


Mr. Gary. This morning we will consider the request for military 
assistance under title III. We have previously placed in the record 
the table appearing on page 53 from which it appears that the total 
obligations estimated for 1952 are $659,646,298 and that there is a 
carry-over from 1951 of $124,396,298, which leaves an appropriation 
request of $535,250,000. 

taal Olmsted, are you going to speak generally to this program 

first? 
General OtmstEp. As you wish, sir. 
Mr. Gary. I wish you would. First give us a general statement 


outlining the countries it covers. Then we will take up the program 
country by country. 


GENERAL STATEMENT 


General Otmstep. In our military assistance program under title ITI 
we are currently cooperating with and assisting the following countries: 
Formosa, Indochina, Indonesia, the Republic of Korea, the Philippines 
and Thailand. I will cover these countries one by one; but, as a 
general statement of our objectives in that area, I might say our 
equipment program is designed to preserve the internal security in the 
countries named—in the case of Formosa, to equip the Nationalist 
Chinese to repel an invasion if it is attempted; in Indochina, to equip 
the forces of the associated states and the French forces who are actively 
engaged in combat there at this time; in the Philippines, to quell the 
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existing insurrection inspired and carried out by the communist 
Huks; in Thailand, almost entirely a matter of maintaining internal 
security and preserving to us and our allies the valuable natural 
resources. Our Indonesian program is substantially of no magnitude 
at this time. 

Mr. WicGieswortu. I thought we were told yesterday, General, 
that the Government of Indonesia had declined all military assistance 
and commendably indicated that it preferred to acquire that out of 
its own resources. 

General Otmstep. Yes, sir. I think that is correct. We have 
programed for the year 1952 only the necessary operating expenses to 
deliver the unfulfilled portion of the previous year’s program and to 
provide for the necessary maintenance and supervision in the area. 

In my statement I have mentioned all the countries except Korea. 
Currently our program for Korea envisages only a training program— 
training the Republic of Korea forces. For the Republic of Korea 
forces that are engaged in combat there now, their equipment is being 
provided to them from United States Army stocks in a manner com- 
parable to that in which equipment is being provided for the other 
U.N. forces that are engaged in the actual fighting there. 

I might say as a matter of interest on the Republic of Korea that I 
had the privilege last week of having lunch with five Republic of Korea 
officers out of a group of 250 who have just come to this country to 
take advanced training in our infantry and artillery schools. All five 
of those officers, of the grade of captain and major, spoke English 
very well. They were all former officers in the Japanese Army. ‘They 
have had excellent combat records in the current fighting, and it is our 
belief—and certainly they echo our confidence—that in time we will 
be able to train a skilled officer corps for the Republic of Korea. 
There is no problem there of fillers of individual military personnel; 
it is a problem of trained leadership, and we are very hopeful that in 
a reasonably short time we will be able to have a formidable and 
effective Republic of Korea force under their own leadership and 
whose professional ability has been augmented and is being augmented 
by our own training program. 

Mr. Gary. We will insert in the record at this point page 56 of the 
justifications. 

(The matter above referred to is as follows:) 
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Matériel comparative summary of obligations by category 





Matériel 





Category 
Estimate, 


Actual, Actual, 
1950 1952 


1951 





Aircraft, spare parts, airplane equipment and — s $5, 650, 874 | $53, 689, 712 | 
7essels | 175,200 | 36, 688, 331 
Vessel equipment_. be 738, 497 | 4, 645, 033 | 
Electronic and other ‘signal equipment _- ane See 935, 208 20, 335, 320 | 
Ordnance oe ee anil 16, 182, 704 | 244,116,956 | 360, 505, 679 
Engineering equipment and supplies : | , 063,723 | 19,487,194 9, 339, 708 
Quartermaster equipment and supplies wa Wauptabiia 704 | 2, 816, 237 | 1,949 449 
P.O. L 892, 531 11,010 
78, 864 


j 
| $147, 982, 893 
| 22, 009, 881 
6, 146, 034 
i 44, 085, 713 
i 

| 

Medical equipment and supplies 
Chemical equipment and supplies 


Adjutant general supplies ; i ww 5. 
Marine Corps equipment and supplie S. . i , 562 | 277, O78 





Subtotal (matériel)... ___.....| 30,990,901 | 387,796,547 | 598, 653, 634 
Repair and rehabilitation of U nited States excess awl 2, 946, 449 | 6, 530,472 | 2, 997. 010 





Total matérie] and repair and rehabilitation of excess-. - 33, 937, 350 | 394, 327, 019 601, 650, 644 
Facilities _- | 7, 245, 676 


Accessorial costs __- tances eee Eee 102 | ~ 13,475, 570 48, 197, 205 

Grand total Bee reese eae | 34,973,452 | 407,802,589 | 657, 093, 525 
Acquisition cost of exce ss ite ms ay 3, 964, 611 | 18, 573, 732 j 1, 000, 000 
' 





ForMOSA 


Mr. Gary. We will take up first the program for Formosa. 

General Otmstep. Mr. Chairman and gentlemen of the committee, 
in order to assist the Chinese Nationalist forces in the defense of the 
island of Formosa, the United States has been rendering military assist- 
ance since the advent of the Korean war. Military assistance thus far 
rendered has shown an effect in improving the capability of the defend- 
ers. The Chinese Nationalist armed forces are bemg more efficiently 
reorganized and the economy of the country is being strengthened 
in order to more properly support the military establishment. 

There are no significant internal security problems in Formosa 
under the present circumstances. The chief threat is the possibility 
of an invasion by Communist forces from the mainland, although 
this threat has been reduced by the assignment of the United States 
Seventh Fleet to the Formosa Strait to prevent Communist attack. 
Grant military aid programs are now receiving a very careful on-the- 
spot survey of Chinese requirements and an assessment of the ability 
of the Chinese armed services to absorb and effectively utilize such 
aid. A rather large military advisory group with a mission of training 
the individual and effecting necessary reorganization has been assigned 
Formosa. 

Along the lines of self-help, the Chinese are producing certain of their 
small arms and military construction materials. As they gain from 
United States technical and economic assistance and as they permit 
our reorganization suggestions to be implemented, they will become 
self-sufficient to a more marked degree. 

The fiscal year 1952 program will further equip their newly reorgan- 
ized divisions, will reactivate more units of their inoperable naval 
forces, and will provide further augmentation to their protective air 
forces by the provision of fighters and light bombers. 
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I will tell you now off the record our estimate of the present strength 
and capabilities. 

(Discussion off the record.) 

General Outmstep. Their conscription period varies from 2 to 3 
years. 

Mr. Gary. From where do they conscript? 

General O_tmsrep. Currently from either evacuees or refugees from 
the mainland or from the population of Formosa itself. The current 
population of Formosa is about 7,850,000. 

We regard the capacity of the Chinese to develop military leadership 
and competent fighting units as a good capacity. That opinion flows 
from our general experience with them—with the 5 divisions that 
fought with us in Burma and the 39 divisions that were fighting with us 
in southwest and southeast China at the conclusion of the last war. 

(Discussion off the reeord.) 

General Otmstep. We believe we will be able to improve the 
effectiveness of their navy to where it can be of real assistance in the 
coastal defense of the island. 

I might add a personal note to this presentation on Nationalist 
China. For the last 18 months of the war I served in China as G—5 
of the theater staff handling our economic, political, and guerrilla 
problems. We were able with very modest lend-lease aid to develop 
quite an effective Chinese force; we were able with very modest 
technical assistance to develop back there in the interior of China a 
production of weapons and ammunition and even motor fuel that 
exceeded our capacity to introduce those items into China over the 
hump. Much of that manufacturing equipment has been evacuated 
to Formosa, as have their technicians. 

We are currently working on a program for developing self-help by 
the indigenous capacity to arm, which we believe can do, when it is 
developed, what they did in the last war; namely, to produce rifles, 
machine guns, and mortars, and ammunition for those weapons, in 
quantities that will be sufficient for their own needs. 

Are there any questions about the general presentation on Formosa 
before we introduce the specific service programs? 

Mr. Wieeteswortnu. Off the record. 

(Discussion off the record.) 


ARMY PROGRAM 


Colonel BurGcess. Mr. Chairman and members of the committee, 
I have handed the committee copies of the classified program proposed 
for the Army for fiscal year 1952 MDAP. It consists of 18 pages. 

The Chinese Nationalist Army on Formosa is equipped today almost 
entirely with material of foreign manufacture, a large percentage 
being from the United States. For the most part, it is equipment that 
is in fair condition, barely sufficient to meet the matériel requirements. 
However, there is a critical shortage of transportation vehicles and 
ammunition of some types. 

Formosa has at present three Government arsenals and explosives 
plants. They are capable of producing small arms and small ammu- 
nition and grenades to a limited extent, but their capability is increas- 
ing steadily. 
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The proposed military security program for Formosa is based on 
determinations by a military survey team from the Headquarters 
Commander in Chief of the Far East of material which would be 
required to give the Chinese Nationalist Army forces a capability of 
defending Formosa against any Communist attack, in conjunction 
with the United States Seventh Fleet, and properly maintaining the 
equipment furnished those forces in order that they may successfully 
perform their mission. 

The detailed program consists of radio and radar, wire communica- 
tions and miscellaneous equipment, tanks and combat vehicles, motor 
transport vehicles, small arms, machine guns, artillery, and fire control, 
small-arms ammunition, artillery ammunition, bombs, rockets, and 
miscellaneous items, some items of quartermaster supplies, miscella- 
neous supplies in the field of hospital and medical equipment, and 
steel bridges and comprcssors in the way of engineering equipment. 

Mr. Gary. What are the truck figures? 

Colonel Burcsss. The truck figures: On hand, 1,000. No country 

roduction. We propose 3,239 in the fiscal year 1952 program. 

otal requirements are 8,000. Total assets, including the 1952 
program, 5,900, leaving a net deficit of 2,100. 

Now, this is off the record. 

(Off the record discussion.) 

Mr. WieGLeswortH. These items will all be made available in the 
course of the fiscal year 1952? 

Colonel Burcsss. Calendar year 1952. 



































NAVY PROGRAM 


Captain AscHerFEeLp. Mr. Chairman, I hand the members of the 
committee a copy of the Navy fiscal year 1952 tentative program for 
the Republic of China, consisting of three pages. 

The purpose of the program is to provide support for certain forces 
of the Chinese Nationalists. 
(Off the record discussion.) 












AIR PORCE PROGRAM 


Colonel Kier. Mr. Chairman, in Formosa the Air Force program 
for the fiscal year 1952 is designed to provide the Chinese Nationalists 
an air force which can be really effective in furnishing protection for 
the island against a Communist invasion. 

The personnel and the airfield sites are there and the spirit on the 
part of the personnel, but the status of the Chinese Air Force on 
Formosa presently is in a very poor state, and it is necessary that 
they have help in building up an effective fighting force. The organ- 
ization and the status of training, both, are of very low order at the 
present time. 

With the assistance and advice of the military advisory group, and 
upon arrival of military aid that we propose, there is every reason to 
believe that the Chinese Air Force can be rejuvenated into a real 
effective fighting force. It will be a very difficult uphill struggle. 

But the strategic importance of Formosa is of such a nature that 
we must put forth every effort to guarantee that its security is not 
imperiled. 












































q) 





661 


We believe that the MDAP, implemented by training assistance, 
will make it possible for the Nationalist air force to become a truly 
effective fighting force, and will enable it to function very effectively 
with the Army and Navy in guaranteeing the protection of the island. 

I would like to pass out copies of the proposed program for Formosa 
to the members of the committee. I will be glad to answer any 
questions you may have. 

At this point I will go off the record. 

(Off the record discussion.) 


INDOCHINA 


Mr. Gary. The next is Indochina. 

General Otmstep. Yes. Communist inspired civil strife has torn 
the associated states since the close of World War II. The Viet Minh, 
with Chinese Communist arms and technical assistance, have made 
deep inroads into the territory and economy of the free and associated 
states of Vietnam, Laos, and Cambodia. The French have speat much 
of their national defense budget and thousands of their best troops each 
year to stamp out communism in this area in order to lead the return 
of these states to an era of peace and prosperity. 

The loss of Indochina to Communist control would gravely threaten 
the other mainland states of southeast Asia and Indonesia. In order 
to assist the French and free native states in a struggle, in which their 
proposition was rapidly deteriorating due to increasing Chinese Com- 
munist assistance, the United States commenced rendering military 
assistance in the spring of 1950. The assistance rendered was highly 
important in preventing the loss of the whole of the area in the late 
fall of 1950. As it was, the free forces were driven back to a tightly 
held perimeter around Tonkin. Now, French troops and the rapidly 
growing forces of the free native states are facing a new life and death 
struggle with the close of the rainy season. Extraordinary steps have 
been taken in the United States to again help our friends by speeding 
up deliveries of equipment of past approved programs, but additional 
equipment of the fiscal year 1952 program is also urgently required. 

United States aid at present is centered on arming the battalions 
being raised by the free states of Vietnam, Laos and Cambodia. At 
this time battalions have been brought into being but additional units 
are planned for immediate use. It is a hopeful sign that the native 
states are fighting in an increasing degree for their own freedom. The 
United States is inherently allied with such expressions of freedom. 
However, France, which has been affording 70 percent of the expenses 
in connection with the military support of the native states as opposed 
to their 30 percent share and has maintained the flower of her troops 
in Indochina, cannot increase her contribution except at dire further 
sacrifice of the defense of the North Atlantic Treaty area. In fact, 
it is in the national interest of the United States to eventually facilitate, 
by increase in native forces strength, the return of French forces for 
the defense of free Europe. 

The fiscal year 1952 program, although now found possibly inade- 
quate to the requirements, will furnish vitally needed equipment for 
improving the defensive capability of both the French and native 
states’ ground forces, will provide a numbr of small craft for river 
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operations in support of land operations and will afford a number of 
aircraft for bombing and troop airdrop operations. 

I will now tell you, off the record, some of the strength they have 
and the estimate about their combat effectiveness. 

(Off the record discussion.) 

There is very little room for doubt but that the French forces 
engaged in combat are of top quality. It is a grievous thing that 
France is losing such a high number of ber younger officers and her 
essential noncommissioned officers, and to that extent it creates a 
delaying effect upon the activation of any new units in metropolitan 
France. 

Mr. Couprert. The French conscripts are not allowed to be sent 
out of the continental area of Frarce, are they? 

General Oumstep. The conscripts—that might be possible about 
Frenchmen. I do not think it applies, however, to the legionnaires 
and to the African contingent. 

Mr. Gary. The legion is not a conscript army. 

General O_mstep. No; I think not. 

The mission for Indochina is located at Saigon, which performs 
training as well as supply functions. 

I think it important that we realize something of the strategic 
situation, the strategic value involved in this particular problem. If 
I may point out here on the map some of the points of importance. 
This is Indochina. This area is exposed to this side [indicating]. 

Throughout this area here [indicating] there is no organized Com- 
munist activity, except perhaps in this area [indicating]. That is one 
of the reasons for deciding to improve this area, because the main 
Communist supply line comes across here, and the assistance which 
we have given Indochina, and which they are asking for, is to com- 
plete this program here [indicating]. 

This can also block the supply line across the China Sea [indicating]. 

The southern portion of this area produces rubber and rice, both of 
which are needed very badly. The loss of this area would of course 
expose the hve to Thailand. 

In addition to the possible rice and rubber production they have 
some important nonferrous metal products. 

General DeLattre estimated the situation that as long as he can 
hold this area [indicating] it would protect this southeastern section 
[indicating]. He did impress upon us just what the war is in here 
[indicating], and the importance of maintaining this supply line in 
here [indicating]. 

One of the problems is developing an effective organization. With 
this area organized, his belief is that he can meet the situation. From 
this standpoint the national defense of this area is necessary to all of 
southeastern Asia. 

The program of 1951 has been given priority above everything else 
except the forces fighting in Korea. It is anticipated that we will 
substantially complete deliveries in the 1951 program with this year, 
which is about 6 months ahead of our target date. 

We expect also to expedite delivery in the 1952 program. 

(Off the record discussion.) 

General O_tmstep. You probably noticed in the papers within the 
past week the arrival of shipments of small arms, which the papers 
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said was sufficient for the initial equipping of some four native divisions. 
That is the beginning of the augmentation of this program. 

The monsoon season ends there about this time of the year, and it 
is the best fighting weather for the next 6 months. 

Mr. Covupert. I was interested in your observation about the 
emergency air support suggested by General DeLattre. How far did 
the conversation get? 

General O_mstep. Simply an expression of his urgent desire and 
the reasons why, and an expression from our side that we would be 
glad to study the problem and communicate with him about it. 

Mr. Covuprrr. Was that the only suggestion from him, or from 
the French for American military participation? 

General Otmsrep. Yes. There has been no desire expressed for 
any American ground troops or for combat participation or the 
American Navy. 

I might say that he did start out by asking for that. What he asked 
us to supply were C-47’s and C—119’s; and when told that they could 
not be made available within the next 18 months, then this was his 
alternative thought. 

I think he would much prefer to do it himself. 

Mr. WiaGcLesworru. Generally the program is for equipment of 
native forces? 

General Otmstrep. The current program is almost all for native 
forces. The French are in pretty good shape and largely self- 
sustaining. 

There undoubtedly will arise the question of combat expenditures, 
for ammunition, and we may be the only source of supply for these 
weapons. 

Mr. WieG.ieswortu. You spoke of having headquarters at Saigon. 
What do you have there? 

General Otmstep. We have a relatively small mission—I think 
I can give you the exact number. 

Mr. O’Hara. The total of the mission is 73 people. It is planned 
to increase that to 87 during this year. 

Mr. Wiae.teswortu. What is their function? 

General O_mstep. Their function-is to aid in the training of the 
native forces and to supervise the receipt and distribution and the 
appropriate end-use of the United States military aid. 

Mr. Wiaeieswortn. The French do not take care of the native 
troops? 

General Otmstep. Of the French forces they do. We are helping 
them out with the native troops. That is particularly true about the 
type of equipment with which the French may not be as familiar as 
we are with our American equipment. 


ARMY PROGRAM 


Colonel Burcerss. I have presented the committee copies of the 
classified Indochina program proposed for the Army for fiscal year 1952 
MDAP. It consists of 19 pages. 

French arms and equipment are of mixed French, United States, 
British, and German origin. 

Receipt of United States aid and of new equipment from France is 
remedying shortages in automotive and signal equipment and is 
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increasing French firepower and superiority in heavy equipment. The 
shortages, however, have not yet sony fully made up, nor has all the 
necessary equipment been provided for current plans for the expansion 
of the forces of the Associated States. 

No munitions industry as such exists in Indochina, apart from 
reconditioning of equipment in French base ordnance depots, all 
equipment must come from French, United States, or other outside 
sources. 

The proposed program for Indochina will consist of matériel which 
cannot be provided by the French that would be required to increase 
the capability of the forces in being and the forces scheduled for activa- 
tion in the French units and those of the Associated States, and to 
properly maintain the equipment furnished in order that they may 
properly perform their mission. 

The proposed program consists of signal equipment, radios, tele- 
phones and communications equipment; ordnance, primarily combat 
and transport vehicles, weapons and ammunition; engineering equip- 
ment, such as compressors, cranes, tractors, and miscellaneous items. 
Quartermaster items consisting of tentage and miscellaneous; and 
medical supplies. 

I believe that completes the presentation. 

Mr. Gary. What about the truck figures? 

Colonel Burexss. The trucks for Indochina: on hand prior to 
MDAP, 5,000 (estimated). 

Total production, none. 

We are furnishing in the proposed program, 2,220. Total requ‘re- 
ment, 17,500. Total assets, including the fiscal year 1952, MC AP 
about 14, 060, leaving a net deficit of 3,440. 


Mr. WiceLesworta. Are any other nations contributing to the 
Indochina program? 

Colonel Bureess. Other than the French, I do not know of any. 

(Off the record discussion.) 


NAVY PROGRAM 


Mr. Gary. All right, Captain; 

Captain AscHeRFELD. I hand the members of the committee a 6- 
page Navy tentative fiscal year 1952 program. There will be noted 
on the first page a type of craft on lines 3, 4, and 5, with the total on 
line 8. There is another type described on lines 9, 10, and 11, with 
the total on line 14. There is another type beginning on line 15 with 
the total on line 20, and another type beginning on line 21 with the 
total cost on line 26. 

On page 2 there are six different floating items with the cost of each 
shown opposite. 

On page 3 there is one item, aircraft, shown on line 11. 

Mr. Gary. Page 3? 

Captain AscHERFELD. Line 11, page 3, with the total on line 19. 

Now, this is off the record from now on. 

(Discussion off the record.) 

Captain AscuerreLp. That concludes my presentation. 
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REPLACEMENT OF VESSELS TAKEN FROM RESERVE FLEET 


Mr. WicGLteswortH. Why do you charge the full cost of the re- 
placement of a vessel which may be a couple of years old, and be taken 
out of the moth-ball fleet? 

Captain AscHERFELD. The reason we do that, sir, is because the 
vessel is not excess to United States Navy requirements, and it is 
intended to actually replace it. 

Mr. WiccLeswortH. It has not been declared excess? 

Captain AscHERFELD. No, sir; it actually is not excess. It is 
required in the mobilization of the United States Navy. 

Mr. Gary. But it is more urgently required here, you figure? 

Captain AscHERFELD. Well, we feel we could take the calculated 
risk of taking the funds to build new craft to replace them. 

Mr. Gary. Give them the ships you have now and rebuild others 
to replace them for the United States? 

Captain AscHERFELD. Yes, sir. There will be a certain loss there 
because the cost of rehabilitation must come out of those funds. How- 
ever, we feel that is the proper way of figuring cost of replacement 
because if we were to take those very craft that we are delivering to 
a foreign country and put them in the service of the United States 
Navy they would have to pay from their own funds the costs of 
rehabilitation before they could be used. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. WiacieswortH. We have what is known as the moth-ball 
fleet in respect to Navy ships? 

Captain ASCHERFELD. Yes, sir. 

Mr. Wice._eswortu. We also have a similar fleet in respect to 
merchant-marine vessels which in times of war could be so equipped 
that they could be utilized as auxiliaries of the Navy? 

Captain AscHERFELD. Yes, sir; that is true. 

Mr. WiceLeswortu. And as far as you know, none of the ships in 
the merchant-marine group have been drawn or utilized in any way 
in connection with the military aid program? 

Captain AscHerFELD. I know that they have not, sir. 

Mr. WieGciesworrn. And it is your opinion that their use is con- 
trary to existing law? 

Captain AscHERFELD. Yes, sir; I am sure of it. 

Mr. WicG.Leswortu. Can you furnish the committee with a list of 
the ships in the Navy moth-ball fleet; that is, the number and the 
classification? 

Captain AscHEerFELp. Yes, sir. I understand that is being com- 
piled for you now, sir. 

Mr. WiaGieswortu. Is there also being compiled anything in ref- 
erence to the number and classifications of ships in what we might 
call the merchant-marine moth-ball fleet? 

Captain AscHEeRFELD. No, sir; we have no knowledge of those. 

Mr. Wiae.eswortu. That would have to be obtained from the 
Maritime Commission, presumably? 

Captain AscHeRFELD. Yes, sir; that is right. 

Roa! Wiacieswortu. And you have the applicable law on that 
there? 
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Mr. O’Hara. Yes, sir; that is in Public Law 329, Ejighty-first 
Congress, the Mutual Defense Assistance Act of 1949. Section 411 
(a) defines equipment and materials for the purposes of this act in 
these terms: 

shall mean any arms, ammunition, or implements of war, or any other type of 
material, article, raw material, facility, tool, machine, supply, or item that would 
further the purposes of this act, or any component or part thereof, used or required 
for use in connection therewith, or required in or for the manufacture, production, 
processing, storage, transportation, repair, or rehabilitation of any equipment or 
materials, but shall not include merchant vessels. 

Mr. WiceLeswortn. Off the record. 
(Discussion off the record.) 


AIR FORCE 


Mr. Gary. All right, Colonel. 

Colonel Kixe1n. I would like to make just a few brief remarks on 
the record. 

In view of the current situation in Indochina, as might well be 
expected, the Air Force MDA program recommended for 1952 is 
quite a sizable one. 

We are providing the best equipment that we have available, con- 
sistent with the country’s capability of operating, maintaining, and 
using it effectively, and our ability to logistically support it. 

As General Olmsted said in his general statement, Indochina is 
provided a very high supply priority, and every effort is being made 
in the Air Force, as well as the Army and Navy to provide everything 
that the air force in Indochina needs to continue fighting a war which 
is very real and of very critical significance, even though it is com- 
paratively small and rather confined geographically. 

I believe it is unquestioned that France is doing all she possibly 
can, within her resources, to provide the wherewithal for Indochina 
to prosecute the war. 

Since we have a very real stake in seeing the war successfully con- 
cluded, we cannot on any count afford to leave any requirements 
unfilled if it is within our means to provide them. 


PROGRAM 





INDOCHINA AIR FORCE 


Now, in the case of the Indochina Air Force, it is almost completely 
a French air force. They do have a certain number of pilots, native 
pilots, which they are attempting to train, and which they are not 
having too much success with. They have certain training of mechan- 
ics, and the native personnel there have been trained to provide some 
of the maintenance work on the aircraft, but for the most part the 
personnel that operate, fly, and maintain the aircraft are French 
personnel. 

At this time I would like to submit our 1952 program to the mem- 
bers of the committee. 

Mr. Gary. Off the record 

(Discussion off the record.) 

Colonel Kiern. I would like to pass out copies of our program for 
the members of the committee for their inspection, and I will be glad 
to answer any questions they may have on them. 

I will go off the record here. 

(Discussion off the record.) 
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INDONESIA 


Mr. Gary. All right, sir, the next is Indonesia. 

General Outmstep. Mr. Chairman, I would like to make a brief 
statement about both Indonesia and Korea. 

As I have previously stated, we have no equipment program for 
either of these two countries in the fiscal year 1952. We are asking 
for $325,000 for Indonesia, which will be divided, $200,000 to complet- 
ing the packing, handling, crating, and transportation expense for 
our 1950 program which was in the amount of $4,994,000. 

Mr. Gary. For 1950 or 1951? 

General Outmstep. For 1950. There was no program in 1951. 

Mr. WicG.ieswortu. The funds available in 1951 were exhausted, 
and, therefore, you have to come in for this additional amount? 

yeneral Otmstep. We asked for no funds in 1951. This is simply 
to complete the new delivery of the 1950 program as the items are 
now becoming available. The provision of $100,000 is for the com- 
pletion of what we believe would be the completion of the training 
program there. 

We have a very small mission in Indonesia, a total of 10 personnel. 
We are performing no training function for their army. What training 
we are providing relates to their gendarmerie force. 

Insofar as Korea is concerned we have no equipment program in 
1952 for Korea. 

We have provided, or we are asking for $100,000, for the training 
program, which has now been initiated by bringing these 250 Republic 
of Korea officers over for advanced infantry and artillery training in 
our schools here in the United States. We anticipate that that pro- 
gram will be a continuing and probably an expanding program. 

We believe the $100,000 here requested for the fiscal year 1952 will 
be ample to meet their capabilities of providing competent. officers 
for this advanced instruction here. 

Mr. WiagGLeswortu. Do you know how many they plan to bring? 

General Otmsrep. Two hundred and fifty is all that is programed 
at this time. Mr. O'Hara tells me that will be paid for out of the 1951 
program. The 1951 program for Korea was $395,000. 

Now, their junior officers and noncommissioned officers, and their 
private soldiers are, of course, getting their basic training under the 
guidance and supervision of our officers right on the ground in Korea, 
and to the extent that there are expenses involved against the United 
States in that, those expenses are carried or paid for out of United 
States Army funds. 


REPUBLIC OF THE PHILIPPINES 


Mr. Gary. All right, the next is the Philippines. 

General Otmstep. The Armed Forces of the Philippines for 
several years have been combating the Communist-inspired Huk 
movement. The Huks, with the aid of covertly received arms, have 
ravaged villages, furthered illicit smuggling, and impeded the growth 
of the Philippines’ economy. At present they are trying to terrorize 
the populace into nonattendance at the democratically held free elec- 
tions. 

The United States has, during this period, rendered moderate mili- 
tary assistance for purposes of providing arms to the new, nationalized 
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armed forces of the Philippines. These relatively newly created units 
spring from the Philippiic Constabulary, so long nurtured by the 
United States. The Filipinde have an impassioned desire to fight for 
freedom and their country. The United States has left behind a 
tradition of democracy that is being carried forward by the new Gov- 
ernment and we are assisting them to stamp out the grave menace to 
their freedom. 

The fiscal year 1952 program will provide the weapons for additional 
battalion combat teams, will provide a number of small naval vessels 
to combat the deleterious smuggling operations, and will furnish 
additional fighter-bomber aircraft for close coordination with the 
battalion combat teams. 

For self-help, no arsenals exist in the Philippines; however, they do 
produce uniforms and with sufficient economic assistance could manu- 
facture minor military goods, such as 75-mm. shell cases, cartridge 
clips, steel helmets, and so forth. As a measure of self-help, the 
defense budget has been steadily rising, from less than $30 million in 
1949 to $83 million in 1951. The 1952 expectations are even higher. 

As you know, there is a battalion combat team from the Philippine 
Republic fighting alongside our forces in Korea, and fighting very 
erat I will tell you off the record the present strength of their 

orce. 

(Discussion off the record.) 

General Otmsrep. Are there any questions? 


ARMY PROGRAM 


Mr. Gary. All right, Colonel. 

Colonel Burcess. Mr. Chairman, I present the Mutual Defense 
Assistance Program for 1952 for the Army for the Republic of the 
Philippines. Jt is a classified document consisting of 19 pages. 

The equipment in the Philippines is all United States, most of it 
provided during the postwar reorganization of the armed forces. 
Much of it is inoperable through lack of replacement parts, although 
that condition is being improved with the receipt of the Mutual De- 
fense Assistance Program matériel. 

As General Olmsted has stated, there are no facilities for munitions 
production in the Philippines. 

The proposed program will consist of material that will be required 
to increase the capability of the forces in being and the forces which 
are scheduled for activation, and to properly maintain the equipment 
furnished to these forces in order that they may successfully perform 
their mission. 

The proposed program consists of signal items, such as radios and 
communications equipment, ordnance items consisting of combat 
vehicles, transport vehicles, weapons, ammunition, and tool sets, and 
engineering equipment consisting of cranes, troop equipment, tractors, 
and miscellaneous items. 

On the truck situation they have on hand prior to MDAP, 2,024. 
Country production, none. The 1952 proposed program provides 
2,006, and the total requirements are 7,824, their assets, including the 
1952 program, are 6,545 leaving a net deficiency of 981. 

Mr. Wiacieswortu. Off the record. 

(Discussion off the record.) 
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NAVY PROGRAM 


Mr. Gary. All right, Captain. 

Captain AscHERFELD. I eer the members of the committee a copy 
of the Navy tentative fiscal year 1952 program for the Philippines. 

On page 1, lines 3 to 10, we have a type of small vessel. Likewise, 
on lines 11 through 16 we have another type, and on lines 17 through 
21 a third type, and on lines 22 through 26 the fourth and last type. 

In addition to the craft, there are a number of separate items for 
the reequipment of the present Philippine navy ships. The items on 
page 9, however, in this program have been struck out and will not 
be supplied. 

Mr. Coupert. All of these ships are new ships? 

Captain AscHERFELD. Yes, sir; they are all new. 

Mr. Gary. They are out of surplus stock; are they not? 

Captain AscHERFELD. Well, those are not the ships themselves. 
They are ammunition allowances. 


AIR FORCE PROGRAM 


Cotonet Kxe1n. Gentlemen, in the Philippines we are undertaking 
in the Air Force a program primarily designed to support units that 
are already equipped with United States types of aircraft. 

The Philippine Air Force is a very modest one in all respects, but 
is considered of sufficient size and effectiveness to work effectively 
with the Army and Navy in maintaining internal security of the 
islands. The security of the islands must be guaranteed so that the 
United States will be assured of operating bases and depot sites which 
the islands can provide in the event Communist aggression in the area 
ever threatens to take over all of southeast Asia, the East Indies, or 
Formosa. 

We are also providing in the program, in addition to the support 
equipment I have already mentioned, a small amount of suitable 
radar equipment to be used in the air defense radar network. This 
equipment will be maintained and operated by the Filipinos. The 
equipment will be integrated into the radar defense network operated 
by the United States Thirteenth Air Force which is presently located 
in the Philippines. Much very valuable experience and training will 
accrue to the Philippine Air Force by providing this equipment and 
letting them operate, maintain, and employ it with and under the 
direct supervision of the USAF personnel located there. 

I would like to pass copies of the program to committee members 
for their perusal and to answer any questions they may have. 

It will be noted our program is comparatively small, but it is 
considered adequate to provide the equipment and support required 
in obtaining our military objectives in the islands. 

(Discussion off the record.) 

Colonel Kiern. We have only a very limited amount of vehicles in 
the program, but feel they are sufficient to meet their requirements. 


If you have any questions about the program, I will try to answer 
them. 
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THAILAND 


Mr. Gary. General Olmsted, we will consider the military request 
for Thailand at the present time. 

General Outmstep. Mr. Chairman and gentlemen, traditionally 
neutral Thailand has taken an irrevocable step to become closely 
associated with the United States in a united front against communism 
in Asia. The objective of the United States is to encourage Thailand 
to continue its present political course of alinement with the free 
world and to remain a stabilizing force in southeast Asia. This is 
to be accomplished by assisting the Thai armed forces in improving 
internal security and by increasing defensive strength, thereby 
deterring external aggression. 

Their will to fight for freedom has been demonstrated by the Thais 
in their military participation in the United Nations effort in Korea. 
Thailand is most certainly strategically important to the free world 
by reason of its geographical position lying across the air and sea 
lines of communication of the Pacific and Indian Oceans and its 
possession of strategic materials. 

The United States has been rendering a moderate degree of military 
assistance for 1 year. During this time Thailand has doubled its ex- 
penditures in self-defense and is in the process of markedly increasing 
its armed forces from an original force of approximately 50,000 men. 

Communism has made little headway in that country, and the 
nation has thereby been emboldened by its successful measures of 
internal security to assist the United States in Korea. The Thais 
are definitely interested in and are capable of a reasonable degree of 
self-help. They manufacture much of their own small arms and all 
of their own uniforms and accoutrements. As additional technical 
assistance is received from the United States, their munitions produc- 
tion will increase. 

The fiscal year 1952 program will equip several additional regimental 
combat teams, will provide two small naval patrol craft, and will 
moderately increase their air strength by the provision of a small 
number of fighters, light bombers, and transports. 

One of the problems for us to weigh in looking at Thailand is that 
approximately one-sixth of their total population are Chinese, which 
is a major portion, of course, of the population, and even more impor- 
tant because in so many instances the Chinese population controls 
their business, financial and mercantile elements. The existing degree 
of loyalty of this Chinese segment of their population, of course, is a 
matter that might be open to some doubt, although up to now there 
has been no overt indication of any Communist infiltration in the 
Chinese portion of the population; at least, there has been no open 
expression of it. 

I will now give you the detail on their forces, present and projected, 
and our estimate of their capabilities, and would like to go off the 
record. 

(Discussion off the record.) 

General Otmstep. This is our third year in the program with 
Thailand. 

Mr. Wiacieswortn. What were the two previous programs in 
amount? 

(Discussion off the record.) 
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General Otmstep. We believe this is pushing us along now toward 
the end; we think this is the major year with them in delivery and the 
absorption of the training. We must go along with it so that they 
will have a force that has substantially its capital or initial unit equip- 
ment and then, short of combat expenditures, it will be merely a matter 
of maintenance. 

Are there any questions on the general presentation? 

Mr. WicGLeswortH. What do we have there ourselves? Do we 
have a mission there? 

Mr. O’Hara. Yes, sir. We have a mission which now has 46 
people in addition to 51 training personnel, a total of 97; and they are 
planning to increase the mission with some additional training per- 
sonnel (who undertake training within their armed forces) to bring the 
total up to 134 people by next summer. 

Mr. Wiaciesworrs. What are their functions? 

Mr. O’Hara. To handle the supply program from the standpoint of 
working out the basis for the matériel program and getting information 
as to the condition of the forces, the condition of the equipment they 
have, the maintenance, shortages, and so forth. In addition to 
that, to check their use and make sure they are properly utilizing the 
material we ship and, to the necessary extent, to provide them with 
technical training in the employment of the matériel on the ground. 

Mr. WicGLeswortnu. No military training? 

Mr. O’Hara. No, sir; not at this time, but they are planning to 
bring in 37 people during the next year to do military training with 
the Thai forces. 

ARMY PROGRAM 


Colonel Burcess. I will now present the Army portion of the 
fiscal year 1952 military program for Thailand. It is a classified docu- 
ment consisting of 17 pages. 

Much of the equipment on hand has been furnished by the United 
States. The previous equipment is obsolete and inoperable because 
of the shortage of ammunition and replacement parts. Thev have 
three Government arsenals which produce small quantities of small- 
arms ammunition and explosives. 

The proposed military security program for Thailand will consist 
of material which would be required to increase the apa tbility of the 
forces in being and to properly maintain the equipment fur nishe d these 
forces in order that they may successfully perform their mission. 

The military assistance already provided has served to strengthen 
the traditional bonds of friendship which exist between the Thailand 
Government and the United States Government and has influenced 
Thailand to a considerable degree to depart from the neutral position 
it has endeavored to maintain in the past and to take sides with 
the members of the United Nations who oppose communism. 

The program provides for radios and wire communication, vehicles, 
weapons and ammunition, engineer items, quartermaster items, and 
medical items. 

In the truck department, Thailand has on hand 1,800 trucks, 
exclusive of MDAP. They have no production. We propose to 
furnish in fiscal year 1952, 1,512. The total requirement is 4,750 
against total assets, including 1952 MDAP, of 3,217 or a net deficiency 
of 1,533. 
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As General Olmsted stated, the progress in Thailand has been very 
good, and we can expect to complete this program probably in another 
year after the delivery of this presently proposed equipment. 


NAVY PROGRAM 


Captain AscHEeRFELD. I present the committee with a copy of the 
Navy’s fiscal year 1952 tentative Thailand program and apologize for 
the condition thereof. 

We have recently had to cut this program to remove all air items 
and some items for the marines. 

(Discussion off the record.) 

In the recent coup d’etat, no MDAP equipment was readily used 
in Thailand. The Thais have received good equipment from us, 
especially from the Navy. The Navy has made good deliveries out 
there, and they have been very appreciative of that. They have 
showed it to their people in Bangkok, put it all out on the public 
dock and made quite a show of it, and I think the public in Thailand 
knows quite a bit more about this assistance than in many other 
countries. 

Mr. Paretman. That is quite true. 

(Discussion off the record.) 

Mr. Wiaciteswortn. How did that affect this program? 

Captain AscHERFELD. It affects our program by eliminating all 
aircraft from the program, because, in the reorganization of the 
Armed Forces, the Navy was stripped of its air arm and that was 
given to the Thai air force, and the marines were removed from the 
Navy and given to the Thai Army. 

(Discussion off the record.) 


Mr. WieeLeswortH. What do you have in this program? 

(Discussion off the record.) 

Mr. WiceLesworts. There is no secret about this kidnapping? 

Captain AscHERFELD. That was all in the papers, several pages in 
Life with photographs of what happened. 

Mr. Gary. In this chart you show 10.5. 

Captain AscHERFELD. That has been reduced to 7.5. 


AIR FORCE PROGRAM 


Colonel Kix1n. The Air Force fiscal year 1952 MDA program for 
Thailand was designed to both modernize existing units and to 
provide the basic equipment for new units. The Thai request for 
aid in building up their air force indicated a much more ambitious 
program than we were inclined to accept, primarily because, from a 
military viewpoint, a force such as they planned to have in being in 
1954 was not warranted nor did it seem likely that. they could provide 
adequate air installations for its employment. As a consequence, 
we scaled the program down to what we now believe to be of manage- 
able proportions and adequate to attain our objectives there. 

Although primarily designed to provide assistance required to 
maintain internal security, the program does include enough equip- 
ment to permit an effective air force to be in the making and available 
for use in the event Red China ever tries to move in. Thai is certainly 
not safe from such a threat, and, if she is to have any hope of holding 
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her own against even a small-scale invasion occurring as late as 2 
years from now, she must start now to get organized, equipped, and 
trained to cope with such a move on the part of Red China. Having 
this capability in being may help to dissuade the Communists from 
attempting to pick her off as they are so prone to do when there is no 
effective resistance to contend with. 

Colonel Kier. I would like now to pass copies of the program to 
the committee members for their perusal and answer any questions 
they may have. 

I will now go off the record. 

(Off-the-record discussion.) 


Depots AND MISCELLANEOUS 


Mr. Gary. The next you have in the program is for depots and 
miscellaneous. 

General Oumstep. I would like to ask Colonel Klein to present the 
$7.4 million depot item. 

Colonel Kurrn. I will have to explain that that item is part of this 
program which was originally included in the recap for title I and has 
since been shifted to the title III recap. 

The part that has been marked “deleted”’ on this statement under 
the heading of title ITT, in the column of the part pertinent to title III 
has been changed. 


TRANSPORTATION CONTROL DEPOTS 


We have two kinds of depots—rather, three types, actually, and I 


will discuss them in order. One, the transportation-control depot on 
the coast, which will be located on the west coast, will provide—— 

Mr. Gary. Of the United States? 

Colonel Kurr. Of the United States. That is going to be in the 
ZI and will involve $2,585,465. 

Mr. Gary. What does ZI stand for? 

Mr. O’Hara. That means the zone of the interior, located in 
continental United States. 

Mr. Gary. That is the depot to supply this area? 

Colonel Kier. That is right. It provides for the receipt, assembly, 
documentation and preparation for overseas shipment of equipment 
to MDAP countries in Southeast Asia. 

Mr. Gary. The Air Force $7.4 million, that is in title III. 

Colonel Kier. That is title ITI. 

Mr. Gary. We are now considering the depots in title III countries? 

Colonel Kier. That is correct. We show the items deleted there, 
but when we reprint the program they will appear under title III. 

Mr. Wica.ieswortu. There are three depots here contemplated? 

Colonel Kiern. Yes, sir. 

Mr. Gary. And you are going to describe the first one, which is in 
continental United States? 

Colonel Kuie1n. Yes, sir. 

Mr. WieaieswortH. Can you put on the record how much that is 
going to cost? 

Colonel Kunin. Yes. $2,585,465 is the total. 

Mr. Wiceieswortn. And that is for what? 
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Colonel Kier. That is for what we call a transportation-control 
depot. 

Mr. Wice.ieswortn. In other words, it is a central point—— 

Colonel Kuern. A central point, from which the MDAP materials 
are shipped overseas. 

It provides for the receipt, the assembly, documentation, and 
preparation for overseas shipment of the MDAP materials for MDAP 
recipient countries under title ITT. 

It also maintains accurate details, keeps accounting or statistical 
records on shipments to title III countries. 

Mr. WiacG_eswortH. What do you have now that performs that 
service? 

Colonel Kier. We do not now have an MDAP facility that 
performs that service. We have had to use our own Air Force 
depots, which are very overcrowded at the present time, and it is a 
very unsatisfactory system. With the increased quantity of supplies 
going to title III, the same situation exists there as for title I countries. 

Mr. WiaeLtesworts. Where are they going to be located? 

Colonel Kiern. It is going to be located at Los Angeles, I think— 
I am not certain whether they have picked out the definite location or 
not but it is planned to be in the Los Angeles area. 

Mr. O’Hara. It is in the southern California area, 

Colonel Kier. It will be in that area; ves. 

Mr. WiaGcLteswortnH. How did you arrive at this estimate? 

Colonel Kein. The estimate itself is based—it is broken down here 
under contractual services, which’ will be $456,000, plus; ungraded 
civilian depot personnel, $1,210,000; packing and crating of materials, 
and so on. 

Those are just estimates. 

Mr. WigGLeswortnH. This is a leasing proposition? 

Colonel Kier. Yes, sir. 

Mr. WiGgGLeswortH. Not construction? 

Colonel Kier. No, sir. 

Mr. O’Hara. It isa lease; there is a choice to be made among certain 
buildings at port facilities in that area. A number of them exist, and 
we are going to take the one that costs the least to rehabilitate, which 
is available, and which is owned by port authorities in that area. 

Mr. WicGLeswortsH. How many ungraded civilian depot personne! 
do you estimate for? 

Colonel Kier. I believe I have that information im another 
document. 

Mr. O'Hara. We can get that information and include it in the 
record. 

Colonel Kier. I am afraid I am not going to be able to supply that 
to vou now. Ido not have it. 

Mr. Wiceieswortn. Will you put that in the record when you 
revise your remarks? 

Colonel Kuie1n. Yes, sir. 

Mr. WieGLteswortu. How many you are including in the estimate 
of $1,210,496 under pay of unclassified civilian depot personnel. 

Colonel Kie1n. Yes; I will do that. 

(The information is supplied on the second page that follows.) 
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BACK-UP DEPOT 


Colonel Kie1n. The second depot is a back-up depot, a place where 
we can store the equipment as it comes off the production line until 
such time as it is to be shipped to the transportation control depot 
and thence to the overseas control depot. 

In other words, when an article comes off the production line, 
aircraft or any other article comes off the production line, it will be 
received in this back-up depot. 

Mr. Gary. Where is that to be located? 

Colonel Kie1n. Normally within 10 to 12 miles of the transporta- 
tion control depot. 

Mr. Gary. It is also on the west coast? 

Colonel KieIn. Yes, sir. 

Mr. WicGLeswortn. You store everything in this back-up depot? 

Colonel Kier. Yes, sir; initially. 

Mr. WicGLeswortn. The depot is merely for terminal facilities? 

Colonel Kier. That is exactly right; the materials are processed 
through, and complete records are kept. It serves as a back-up supply 
depot for the zone of interior transportation control depot and the 
control depot overseas. 

(Off the record discussion.) 

Mr. WiacLeswortu. It is also a lease proposition? 

Colonel Kuern. Yes, sir. 

Mr. WicGLEswortH. Estimated at $300,000? 

Colonel Kien. Yes, sir. 

Mr. WieeieswortH. You have another large item of $1,162,500 
for ungraded civilian depot personnel. 

Colonel KLEIN. Yes, sir. 

Mr. WiaeaieswortH. Will you furnish us a break-down for each 
one of the depots when you revise your remarks? 

Colonel Kuern. Yes, sir. 


OVERSEA DEPOT 


Colonel Kierx. The MDAP oversea depot is really the most im- 
portant link in the whole supply system. This depot provides an 
interim flow of supplies and equipment by maintaining a stock level 
for some 90 to 120 days. 

We feel that this procedure is most important in the system of 
keeping this modern complex equipment that is being furnished by 
the Air Force in operating condition. 

The operational capacity of the Air Force concerned is fully 
dependent upon the control exercised and the capacity of this facility. 

hese oversea depots are the first and final contact and control 
points with the recipient nations with the USAF logistic program. 

The primary function of the oversea depot is to provide supplies 
and maintain support and distribution control for the MDAP 
countries. 

This type of depot control obviates the necessity of establishing 
large stocks of supplies for each country, which are permitted to 
select equipment as required, critical items. 
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By maintaining a central service stock point in the area, they will 
thereby minimize the pipeline time and thereby increase the opera- 
tional capacity of the units. 

This, operated in conjunction with the transportation control 
depot in the ZI, which we have already discussed, will permit control 
over a large por’:on of the supplies until the requirements of the 
MDAP countries dictate their shipment. 

In addition, this storage of critical items mean they can be diverted 
to the direct support of the United States in the event they are needed 
for the security of the United States. 

When the supplies are shipped to the foreign country, the title is 
transferred upon receipt. And in much of the equipment, such as 
aircraft and other vital supplies, it becomes almost an impossible 
task to recover them. During the interim aircraft may be out of 
commission because of the lack of critical spare parts, so that a great 
deal of the equipment becomes nonoperative and loses its effective- 
ness because of lack of repairs. The control depot also provides 
facilities for limited maintenance. 

In other words, gentlemen, as we obtain this equipment and dis- 
tribute it through the control depot, we also have a point where 
limited maintenance of items can be effected. 

It enables us to assist the country that needs these spare parts or 
other equipment at the time the requirements dictate; it assists us in 
meeting the requirements and maintaining a ready stockpile, and 
keeping our stocks in balance, and also provides for supervisory con- 
trol and assistance by technical representatives sent over there by the 
United States and assigned to that area of responsibility. 

It provides for limited maintenance, and for training of foreign 
military personnel, as requested by the MAAG; it provides distribu- 
tion control with respect to all equipment to be shipped to receiving 
nations. 

It enables us to maintain a minimum balance of stocks for emer- 
gency use, which items oftentimes cause airplanes to be out of com- 
mission. These critical spare parts will be maintained at a level to 
meet any emergency and fill the demands of any country immediately. 

As I have said previously, the depot will have a capability of pro- 
viding limited maintenance and support, including overhaul as re- 
quired for maintenance, which is currently beyond the capacity of 
the MDAP countries. 

It will enable us to maintain an accurate statistical and cost- 
accounting record. 

That, in general, is a description of these depots which are important 
to our logistic system. 

Mr. WiccLeswortn. You have no available space for either one 
of these three types of depots? 

Colonel Kier. No, sir. We are using USAF depots but they are 
overflowing, full, and running out the doors now, just taking care of 
the Air Force. 

Mr. WiccLeswortH. How many square feet do you estimate each 
will require? 

Colonel Kien. I have that figure somewhere, I believe. 

Mr. Wiccteswortn. For which? 
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Colonel Kie1n. Mr. Wigglesworth, I will have to provide that in- 
formation when I go over the record. 

Mr. WiceLeswortn. Will you provide it for each of the three 
types of depots? 

Colonel Kier. Yes, sir. 

(The information requested follows:) 

The information you requested concerning the number of ungraded civilian 


depot personnel and the amount of floor space required in each of the three 
depot installations is as follows: 





Floor space Personne! 





United States west coast transportation control depot, for title ILI coun- 

Se caeicirs aitaice eemase sesdins ptola baptaiaveeen-o-p ch sphaghth wobec; cote ercahe ae ae be ae oN 250, 000 200 
United States west coast back-up depot, title III countries. - _ __- nae 300, 000 190 
MDAP-USAF depot and control group (overseas) title III countries - 250, 000 








Mr. Wieeieswortu. Also, will you give the number of civilian 


depot personnel for the last project which I have not requested here- 
tofore? 


Colonel Kirin. Yes. 

Mr. WieeLeswortH. You have no specific building in mind in 
these three instances? 

Colonel Kier. They may have now, but 2 weeks ago they were 
notsure. If that information has come in, I will insert it m the record. 

Mr. Wiacteswortu. The depots areto be separated? 

Colonel Kier. Yes. 

Mr. Wiceteswortu. You cannot combine them? 

Colonel Kirn. I do not know exactly why they have to be sepa- 
rated. I will find out why they cannot be combined and operated 
as one facility but I do not know the answer offhand. 

Mr. O’Hara. As was brought out in the previous discussion, one 
reason for the separation is that the space required for the back-up 
depot is usually the less expensive space, which means they can move 
out of the expensive area, a little away from the transportation 
facilities. 

Colonel Kiern. That is correct. I remember now that that is the 
principal reason. 

(Off the record discussion.) 





Fripay, Octoser 5, 1951. 


POINT IV. AMERICAN REPUBLICS—ECONOMIC 
ASSISTANCE 


WITNESSES 
DEPARTMENT OF STATE 


EDWARD G. MILLER, JR., ASSISTANT SECRETARY OF STATE, INTER- 
AMERICAN AFFAIRS 

DR. HENRY G. BENNETT, ADMINISTRATOR, TECHNICAL COOPERA- 
TION ADMINISTRATION 

EDWARD G. CALE, DIRECTOR, REGIONAL AMERICAN AFFAIRS 

ROBERT M. SAYRE, SPECIAL ASSISTANT ON TECHNICAL COOPERA- 
TION, OFFICE OF MIDDLE AMERICAN AFFAIRS 

KENNETH IVERSON, PRESIDENT, INSTITUTE OF INTER-AMERICAN 
AFTAIRS 

PHILLIP M. GLICK, GENERAL COUNSEL, TECHNICAL COOPERATION 
ADMINISTRATION 

J. E. MURPHY, COMPTROLLER, INTERNATIONAL SECURITY AF- 
FAIRS 

DEFENSE 


BRIG. GEN. GEORGE OLMSTED, UNITED STATES ARMY, DIRECTOR, 
OFFICE OF MILITARY ASSISTANCE, OFFICE OF THE SECRETARY 
OF DEFENSE 

COL. H. C. BURGESS, UNITED.STATES ARMY, OFFICE OF ASSISTANT 
CHIEF OF STAFF, G4, UNITED STATES ARMY 

CAPT. P. F. ASHERFELD, UNITED STATES NAVY, OFFICE OF NAVAL 
MATERIEL 

COL. PHILLIP KLINE, UNITED STATES AIR FORCE, HEADQUARTERS, 
UNITED STATES AIR FORCE, OFFICE OF DEPUTY CHIEF OF STAFF, 
PLANT AND OPERATIONS 

ROBERT O’HARA, BUDGET OFFICER FOREIGN PROGRAMS, BUDG- 
ET DIVISION, OFFICE OF SECRETARY OF DEFENSE 


Mr. Gary. We will now consider title IV of the program, and Mr. 
Miller, we thought that we might have a general statement from you 
as to the over-all program, then we would take up the military part 
of the program, so that General Olmsted can complete his testimony, 
and we can excuse him, and then we will come back to the economic 
side. 

Mr. Mituer. Yes. 

Mr. Gary. We will insert in the record at this point the table 
beginning on page 68 of the justifications. 

(The statement referred to follows:) 
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Comparative summary of obligations by functions and activities 











Function and activity | Actual, 1950 | Actual, 1951 Estimate,1952 
| $ ets OS Maes 
Military assistance: 

RCS Ee, 25 Baers Sree Spine a Sine Oe ea eee, | SRLS Spee DURE DN ME 
a RAP f PaO 2 eS Sse Se Se ee 2 » 650, 000 
Total direct obligations (military) .................._.- ea Peete Piette 38, 150, “000 

Economie assistance: ere i eee } : 
Bilateral technical cooperation. ___._....._- ------------| $6,913,193 | $9, 362, O18 | 18, 000, 000 
Multilateral technical cooperation. _.........___- Mee, bret owen 4, 000, 000 | 4, 000, 000 
Total direct obligations (econorizie) - _- : w. _ 6, 913, 193 13, 362, 018 22, 000, 000 
Deduct carry-over from 1951_____- . ; - ‘ | | —TA, 347 
Appropriation request (economic) __.....___-- | 21, 245, 653 


Total obligations (military and economic) : Ebene sa 04 7 913, 193 “13, 362, 018 | 60, 150, 000 
Deduct carry-over from 1951___._.._________- i eal eee ad — 754, 347 


seavors=er | 


Se ON RE ccc tia igtiimestaorbinwas dd acer Rabe mens, 59, 395, 653 








Note.—Obligations have been adjusted by function and title to conform with the appropriation struc- 
ture proposed for 1952. 


GENERAL STATEMENT 


Mr. Miter. Mr. Chairman, I have no prepared statement. I have 
just a few general remarks that I would like to make to start things off. 

The total amount requested under title [V in the original bill was 
$62 million, a little less than three-fourths of 1 percent of the total 
amount originally requested in the legislation. 

Of that, $40 million was military and $22 million economic. 

As the bill passed the Senate, the military appropriation was fixed 
at $38,150,000, which is the figure accepted in the conference, and the 
point 4 was $21,250,000. 

Congressman Gary, the military program that is provided for under 
title IV is an entirely new program. Under previously existing legis- 
lation, that is, under the Mutual Defense Assistance Program, there 
has been no authority in our Government to transfer military equip- 
ment to the countries of Latin America, except on a reimbursable 
basis. A new provision inserted in the legislation last year author- 
ized transfer of equipment at fair value, ‘ather than the full cost, but 
it is still on a reimbursable basis. However, under this legislation, 
provision is made for what is in effect a grant of assistance in the 
amount of $38,150,000. 

All of this equipment, to the extent that the appropriation is made, 
will be transferred only under bilateral agreements with certain other 
countries of the hemisphere which have ratified the Rio Tre: aty. This 
equipment is specifically related to hemisphere defense. 

We look to the armed forces of Latin America to carry out three 
principal objectives in regard to the collective defense of the hemi- 
sphere, First, to maintain internal security and particularly to main- 
tain open access to important strategic materials, including such things 
as tin from Bolivia, copper from Chile, and petroleum from 
Venezuela. 

Second, we look to the Latin American countries to keep open lanes 
of communication by sea between Latin America and this country. 

And third, we look to them for defense against small air raids, par- 
ticularly in the case of Panama Canal. 


89249-—51—pt. 3——11 
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During World War II the United States deployed in Latin America 
approximately 100,000 men. It is definitely of importance to the 
military authorities to eliminate that drain on the United States 
Armed Forces by providing that the Latin American countries should 
— themselves that task, which required the stationing of such 

arge forces in that area. 

In order to put them in possession to carry out the specific tasks, it 
will be necessary to transfer to them limited amounts of equipment, 
most of which General Olmstead will point out, I believe. 

Mr. Gary. You say the request was cut from $40,000,000 to $38,- 
150,000 for military / 

Mr. Mitier. Yes. 

Mr. Gary. And the cut for economic assistance was how much ? 

Mr. Mitxer. $750,000—from $22,000,000 to $21,250,000. 

Mr. Gary. You will revise the table, which I have requested be 
inserted in the record showing the estimate according to the amount 
actually authorized. 

(The information has been placed in the record.) 


ORIENTATION OF HEMISPHERE DEFENSE FOR COLLECTIVE SECURITY 


Mr. Miter. Yes, that will be done. 

There is one more point I would like to make, Mr. Chairman, in 
connection with the military aspects of this program, and that is last 
March and April there was held here in Washington a Meeting of 
Consultation of the Foreign Ministers of the American Republics, 
at which time a very important resolution was passed. While the 
American republics had accepted the principle of collective defense in 
the Rio treaty, I believe this was the first time in the history of inter- 
American cooperation that the obligation of the countries of the 
Western Hemisphere orient the use of their armed services for the 
collective defense was so clearly stated. 

Mr. Gary. Have all of the countries agreed to that ? 

Mr. Miter. Yes, sir; all of the countries. 

Mr. WieGLeswortH. Have agreed to what ? 

Mr. Murer. The resolution I just mentioned, Congressman Wiggles- 
worth. 

Mr. Wiccteswortn. What is the specific undertaking ? 

Mr. Mutter. I will supply a copy of the resolution for the record. 

Mr. WicGiesworrn. Do you not have it there? 

Mr. Mrttrr. No, sir. The substance of the resolution is what I | ist 
said, Congressman Wigglesworth, that the armed forces of the differ- 
ent countries of the hemisphere shall be used in the interest of the 
collective defense of the hemisphere. 

Mr. Wicctesworrn. I wish you would put the specific language in 
the record, if there is no objection, because that is pretty important, 
and that is pretty general language that you have just given us. 

Mr. Miitrr. Yes, sir. 

(The resolution referred to is as follows :) 


INTER-AMERICAN MILITARY COOPERATION 
Whereas : 
The military defense of the continent is essential to the stability of its demo- 
cratic institutions and to the well-being of its peoples ; 
The American Republics have assumed obligations under the Charter of the 
Organization of American States and the Inter-American Treaty of Reciprocal 
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Assistance to assist any American States subjected to an armed attack, and to 
act together for the common defense and for the maintenance of the peace and 
security of the continent; 

The expansionist activities of international communism require the immediate 
adoption of measures to safeguard the peace and the security of the continent; 

The present grave international situation imposes on the American Republics 
the need to develop their military capabilities in order, in conformity with the 
Inter-American Treaty of Reciprocal Assistance: (1) to assure their individual 
and collective self-defense against armed attacks; (2) to contribute effectively 
to action by the organization of American States against aggression directed 
against any of them; and (3) to make provision, as quickly as possible, for the 
collective defense of the continent; and 

The Ninth International Conference of American States, in its resolution 
XXXIV, entrusted the preparation for collective self-defense against aggression 
to the Inter-American Defense Board, which, as the only inter-American technical- 
military organ functioning, is the suitable organ for the preparation of military 
plans for collective self-defense against aggression, 

The Fourth Meeting of Consultation of Ministers of Foreign Affairs 

Resolves: 

1. To recommend to the American republics that they orient their military 
preparation in such a way that, through self-help and mutual aid, and in ac- 
cordance with their capabilities and with their constitutional precepts, and in 
conformity with the Inter-American Treaty of Reciprocal Assistance, they can, 
without prejudice to their individual self-defense and their internal security: 
(a) Increase those of their resources and strengthen those of their armed forces 
best adapted to the cellective defense, and maintain those armed forces in such 
status that they can be promptly available for the defense of the Continent ; and 
(b) cooperate with each other, in military matters, in order to develop the col- 
lective strength of the Continent necessary to combat aggression against any of 
them. 

2. To charge the Inter-American Defense Board with preparing, as vigorously 
as possible, and keeping up to date, in close liaison with the governments through 
their respective delegaticns, the military planning of the common defense. 

3. That the plans formulated by the Inter-American Defense Board shall be 
submitted to the governments for their consideration and decision. To the end 
of facilitating such consideration and decision, the delegations of the American 
republics to the Inter-American Defense Board shall be in continuous consulta- 
tion with their governments on the projects, plans, and recommendations of the 
Board. 

4. To recommend to the governments of the American republics: (a) That 
they maintain adequate and continuous representation of their armed forces 
on the Council of Delegates, on the S'aff of the Inter-American Defense Board, 
and on any other organ of the Board that may be established in the future; (b) 
that they actively support the work of the Board, and consider promptly all the 
projects, plans, and recommendations of that agency; and (c) that they vo- 
operate in the organization, within the Board, of a coordinated system of ex- 
change of appropriate information. 

Mr. Wiceteswortn. As far as the rest of the commitments are con- 
cerned, such as their agreement to maintain internal security, this is 
something,:- I assume, that every country has always tried to do, is it 
not ? 

Mr. Miturr. Yes, sir. 

Mr. Wicciteswortn. And the agreement to keep the lines of com- 
munication open by sea ¢ 

Mr. Miturr. Those are objectives. I cited those as being objectives 
rather than commitments. 

Mr. Wiaerieswortu. I thought vou said those were the conditions 
which we expected them to agree to carry out as a condition for this 
hew program now being proposed ? 

Mr. Mitier. That is generally what we expect them to do. This 
program is designed to assist them to carry out the specific tasks aimed 
at fulfilling those objectives. 
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Mr. WieeLeswortH. Are we going to get those specific commitments 
wher. we get into the individual countries? I think the committee 
would be interested in them. 

Mr. Mutter. That is the purpose of General Olmsted’s presence here. 

Mr. WiceteswortH. The particular matters you mentioned of in- 
ternal security, keeping open the sea lanes, and self-defense, I would 
suppose were things which all of those countries had always en- 
deavored to carry out, regardless of any aid program that may be 
in prospect. 

Mr. Mitier. We have a considerable interest in seeing that they 
carry out those objectives now since we look to Latin America as of 
very considerable strategic importance to us in any possible war and 
also as a very important supplier to us of strategic materials without 
which we would not be in a position to wage war. ° 

Mr. Wiceiesworrn. It is certainly very vital to every country to 
be able to maintain its internal security, and it is certainly very vital 
to every country to be able to defend itself. 

Mr. Muer. Yes, sir; that is correct. 

Mr. WicGieswortH. So that those considerations do not seem to 
me to be very substantial. You previously referred to the fact that 
we are going to get the commitments from General Olmsted. So I 
shall wait until that time. 

Mr. Mitier. That concludes my remarks on the military assistance, 
Congressman Gary. 


TECHNICAL CooPpERATION PrRoGRAM 


On the technical-cooperation program, $18,000,000 of this amount 
is for the bilateral technical-cooperation programs, and $4,000,000 is 
for the multilateral technical cooperation programs, of which $3.000,- 
000 goes to the U. N., and $1,000,000 to the Organization of American 
States. 

Mr. Gary. Who will handle the bilateral program ? 

General Otmstep. Dr. Bennett, in his capacity as Technical Coop- 
eration Administrator will handle it. 

Mr. Gary. ECA has no part in this program at all? 

Mr. Mitter. No, sir; nor does this program envisage the transfer of 
any capital equipment. This is all for technical assistance. 

Mr. Gary. All for point 4 assistance. 

Mr. Miuter. Yes, sir; except for demonstration items, this is prac- 
tically all point 4, and in general the amounts requested are for the 
continuation of existing programs. As you know, Congressman, our 
Institute of Inter-American Affairs was set up during the early part 
of World War II by my predecessor, Mr. Nelson Rockefeller. We 
have been actively at work on the point 4 program in Latin America 
for a decade. About 70 percent of the funds which we are requesting 
will be employed in the continuation and amplification of programs in 
three basic fields, food production, health and sanitation, and technical! 
education. 

The largest increase requested is in the field of agriculture, as Dr. 
Bennett will explain. Other increases are primarily directed to 
intensification of the strategic-materials program. 

We have had considerable success in the past several years as the 
result of the technical-cooperation activities of the Department of the 
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Interior in locating and helping to develop new mineral deposits of 
great strategic importance to this country, including, for example, two 
very large and very important deposits of manganese in Brazil, the 
development of which will have the ultimate effect of ridding us of 
our previous dependence upon Russia, for example, as a source of 
manganese. 

Work is also being carried on in the field of tungsten, rubber, and 
other important products. 

A relatively new field is represented by funds which we are request- 
ing to carry forward the work of certain joint commissions for eco- 
nomic development which were authorized in the point 4 legislation 
approved in the last Congress. We have helped set one up with 
Brazil which we feel represents very great promise of development in 
our relations with Brazil. 

I think that, in general, is all I need to say about the technical co- 
operation program, and Dr. Bennett will give you the detailed figures 
on it. 

Mr. Wiacieswortu. Let me ask just one question. On this technical 
cooperation, do I understand that you are asking for $22 million for 
the fiscal year 1952? 

Mr. Mitier. That was the original request, Congressman Wiggles- 
worth, but that was cut to $21,250,000. 

Mr. WiecieswortH. And that compares with some $13,300,000 in 
the fiscal year 1951 and with $6,900,000 in the fiscal year 1950? 

Mr. Miter. Yes. 

Mr. WieeLeswortn. So that when you bring the $38,150,000 in for 
the military we are going to make available to this area about $59,- 
500,000, as compared with $13,300,000 in the last fiscal vear, and 
$6,900,000 the year before that. 

Mr. Minter. $59,400,000, yes, sir; that is correct. 

Mr. Gary. That is shown on the table on page 68 which will be 
revised, Mr. Wigglesworth. That has been put in the record, and they 
will revise it to conform to the authorizations rather than the original 
request. 

Mr. Wiccirsworrn. Very well. 


TITLE IV—AMERICAN REPUBLICS MILITARY 
ASSISTANCE 


Mr. Gary. We will now take up military assistance under title IV, 
and in that connection we will insert in the record the table beginning 
at the bottom of page 69, and extending over to page 70 of the 
justifications. 

(The matter referred to is as follows :) 


Training-comparative summary of obligations by category 
(fiseal years 1950, 1951, and 1952) 
Cost to United States, 
General eategory : estimate, 1952 
A. Formal training, United States_______-_ NS ae ee eee 
ee a Si IO Ry a sd eS AE I ee | 
C. Miscellaneous fund____----------_____ “ASS ee Fs ER 
ED; Mee aDE Teen. "OVOTNOI ge ee $1, 919, 580 
BE. Mobile training teams____-~- Ja 9 2a TS AST A Oe & e e { wed f 143, 580 
F. Technical assistance 295, S02 
ec alesis 291, 038 


OS SOE ae eee OC LS me 5 Ne ee Fee ee Nee epee 2, 650, 000 
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Matériel—Comparative summary of obligations by category 


Category: Estimate, 1952 
Aircraft, spare parts, Aero, Equipment and Supplies___.._______ $4, 189, 000 
Vessel equipment___ 2, 900, COO 
Electronic and other signal equipment 718, 254 
Ordnance equipment and supplies_-----_.__.___------ Mycol. oe 23, 060, 221 
Engineering equipment and supplies____.__.__.___-__-___-______ 1, 106, 706 


Subtotal (matériel) : 31, 982, 181 
RI 1 ON a i ac ES rs | 3, 517, 819 


35, 500,000 
52, 783, 200 


GENERAL STATEMENT 


General Otmstep. The Latin American nations share with the 
United States and the other nations of the free world a common love 
of liberty and freedom. They form an integral and vital part of the 
free world and exercise a strong voice in determining United Nations 
policy. 

Many of the strategic and critical materials required, not only by 
the United States but also by other free nations, are supplied from 
this area. A large number of items on our stockpile list are secured 
from Latin American sources. The economic interdependence of the 
United States and these nations to the south can be clearly seen by an 
examination of our trade relations—in 1950 their exports to us 
amounted to about $2.9 billion, or approximately 35 percent of our 
total imports, and our exports to Latin America amounted to some 
$2.6 billion or nearly 50 percent of their total imports. 

Latin America contains or controls many of the critical strategic 
military areas, and the approaches thereto, in the world. Mention 
need only be made of the Panama Canal, the hump of Brazil, the 
Caribbean, the Straits of Magellan, the sources of the raw materials 
mentioned above, and the lines of communication in the Western 
Hemisphere. 

Inter-American cooperation has developed slowly over the years; 
however, an increased tempo has resulted from our good-neighbor 
policy. Evidence of this cooperation from a military point of view 
can be seen in the Inter-American Treaty of Reciprocal Assistance 
(Rio Treaty of 1947) and in a resolution entitled “Inter-American 
Military Cooperation,” which was approved at the fourth meeting 
of foreign ministers here in Washington in March of this year. This 
resolution urged the governments to orient their military prepara- 
tions toward the common defense of the hemisphere rather than 
restrict them to the defense of their individual countries. 

In furtherance of this hemispheric defense concept, the Inter- 
American Defense Board has developed multilaterally a plan for the 
defense of the hemisphere which sets forth the manner in which the 
various Latin-American nations may provide forces to accomplish 
vital defense tasks—tasks which, if they cannot be performed by 
another American republic, must be accomplished by the United 
States, thereby diverting forces which could be employed elsewhere. 
In this regard, during World War IT over 100,000 members of our 
Armed Forces were deployed in the Latin-American area. These per- 
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sonnel, together with their equipment, represented a substantial por- 
tion of our total strength. The tasks which these forces performed 
in World War II, together with some additional ones, must be accom- 
plished again in the event of another world war. If the United States 
once more must provide the bulk of the effort in the defense of the 
hemisphere, the cost in manpower, matériel, and money will be greatly 
in excess of that for the past war. The basic purpose of the request 
for funds to provide military grant aid to Latin America is to obviate 
as much as possible this requirement by assisting those nations which 
can assume these tasks. 

The preparation of forces by Latin-American nations for these 
designated defense tasks will require help from the United States. 
These nations either lack much of the equipment required for the 
proper execution of the tasks or the equipment they now have requires 
rehabilitation. Most of these nations have varying amounts of United 
States equipment which they have secured either through lend-lease, 
the interim allocation program, or by purchase under the provisions 
of section 408 (e) of the Mutual Defense Assistance Act of 1949. It 
is this United States equipment, together with some major items of 
other origin, which requires the maintenance, rehabilitation, and mod- 
ernization, so that the operational effectiveness of the forces to be 
provided may be brought to a level comparable to that of United 
States forces that would otherwise be deployed. 

The defensive position of a great many of the American Republics 
has been considerably improved in recent years as a result of coopera- 
tion between these nations and the United States. As of June 30, 
1951, the American Republics have purchased under the provisions of 
the Mutual Defense Assistance Act military matériel valued at 
$26,435,061. These purchases included such items as light. cruisers, 
training aircraft, ground force arms and ammunition, and spare parts. 
In addition to the matériel already purchased as of the above date, 
there were requests from the Latin-American nations for the purchase 
of some $108,496,742 worth of additional equipment. In addition to 
this, and at the invitation of Latin-American governments, our three 
services have supplied military missions to large number of countries. 
These missions assist in the training and in the establishment of mili- 
tary doctrine in the armed forces of the naton to which they are 
assigned. Under existing legislation we also train a number of Latin- 
American students in our military schools in this country. All of 
these measures have proved most beneficial. 

The $38,150,000 requested for this title 1V program for fiscal year 
1952 will be utilized in rehabilitating and maintaining the equipment 
mentioned above now in the hands of those Latin-American nations 
which agree to provide forces for the execution of specific military tasks 
in the defense of the hemisphere. In some instances new equipment 
may be required. As in other programs, the provision of this military 
grant aid will be dependent on the recipient nations concluding bilat- 
eral agreements with the United States. Obviously the $38,150,000 
will not completely prepare Latin-American forces for all hemisphere 
defense missions; however, it will provide some badly needed spare 
parts and some equipment to specified countries as a start toward the 
implementation of the hemisphere defense plans. 
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It is contemplated that the requested funds will be divided, approx- 
imately in the ratio, assuming 40 as a base, of 24 for the Army, 11 for 
the Navy, and 5 for the Air Force., 

I can give you off the record the breakdown as now contemplated by 
country if you desire. 

Mr. Gary. Yes. 

Mr. Wiceteswortu. I would like to have it. 

General Otmsrep. Off the record. 

(Discussion off the record.) 

Mr. Gary. Would there be any objection to putting that statement 
on the record ? 

General Otmstrep. No. Included in the major items of equipment 
would be 23 tanks and combat vehicles, 854 motor transport vehicles, 
9,677 small-arms machine guns, 297 artillery and naval guns, 9,121,000 
rounds of small-arms machine-gun ammunition, and 214,000 rounds of 
artillery and naval gun ammunition. 

Mr. Wiccieswortn. That represents material that would be fur- 
nished by the Latin-American countries ? 

General Otmsrep. That last I read from Mr. Wigglesworth, is what 
we would give to them as part of the $24,000,000 Army program. 

(Discussion off the record.) 

General Otmsrep. You might put this on the record. We might 
want to ask that all or part of it be eliminated, but I think this would 
indicate to the committee and to the Congress the seriousness with 
which these Latin-American countries are approaching their own 
problem of rearmament. I mentioned the fact that we have had up 
to June 30, 1951, total requests for cash purchases of $134,000,000 
worth of military equipment. Now, it is true that $47,000,000 of that 
has come from Argentina. The other countries, in the order of the 
magnitude of their own cash effort for rebuilding the Army are, 
Bolivia, $324,000. 

Mr. Gary. Off the record. 

(Discussion off the record. ) 

Mr. WieeieswortH. You have indicated, General, that as of June 
30 last the Latin-American Republics had purchased under the pro- 
visions of the Mutual Defense Assistance Act military material vained 
at almost $26,500,000, and in addition there have been requests from 
these Latin-American nations for almost $108,500,000 worth of mili- 

‘tary material. Why is it essential, under those conditions, that we 
have a grant program ? 

General Otmstep. Well, sir, I think the first answer to that question 
is that the people who have come in for the cash purchase of equip- 
ment are not in each instance the people who have assumed these com- 
mitments and have agreed to perform these tasks for the hemispheric 
defense. I might take as an illustration of my thought there the case 
of Venezuela. Venezuela offered to buy from us $17,000,000 worth 
of military equipment for cash. We have not sold it because we have 
not had available the items which she wanted to purchase. That runs 
pretty well through the whole list of desired cash purchases. Things 
that they want to buy and are willing to pay cash for, as in the case 
of the ships for Uruguay and tanks for other countries, we cannot 
make available. Other items, such as electronics or anti-aircraft equip- 
ment, we do have, but do not have in the kind of supply that we can 
make them available to those countries. We have to then say: “We 
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‘annot deliver them even for cash now; you will have to wait. How- 
ever, for the minimum equipment essential for these efforts which are 
committed to specific tasks, which we deem high-priority tasks in the 
hemispheric war plans, for those we will give you satisfactory priori- 
ties in order that you may be able to have them.” 

Mr. Mirier. Off the record. 

(Discussion off the record.) 

Mr. Wicetesworru. How many of the 21 nations in Latin America 
are in a position to make purchases of material under the terms of 
the act ? 

General O_Msrep. Sixteen. 

Mr. Wicciesworrn. I want to get a better picture of the commit- 
ments or parts contemplated to be played by the various nations which 
you have indicated are to participate in 1952 in the military-aid 
program for Latin America. 

(Discussion off the record.) 

Mr. Wiceirsworrn. General, I wish you would try to give us some- 
thing further as to why you think we should embark upon a military- 
aid program with Latin America for the first, time this year and why, 
if we are going to do it, the program should be limited to the coun- 
tries you have referred to off the record. 

General Otmsrep. The program of distribution of aid has been 
made up by the United States delegation of the Inter-American De- 
fense Board after consultation with the Defense Ministers of the other 
Western Hemisphere nations. It is their present judgment about the 
relationship between our assistance and the contribution these coun- 
tries will make in the war plan. It does not mean that the other 
nations will not assist; it does not mean this will be the final distri- 
bution when negotiations have been completed with all of the Western 
Hemisphere nations. This is the illustrative plan that today is the 
best judgment of our representation on the Inter-American Defense 
Board, and it is keyed exactly to the contributions we expect these na- 
tions to make in furtherance of the war plan. 

Mr. Wiceiesworrn. I am frank to state, from what we have been 
told so far, that those contributions do not appear to me to be very 
substantial. 

General O_mstep. In my judgment, these ground forces that are 
envisaged would be the equivalent of a division to a division and a 
half of United States troops, which would cost us from four to six 
times as much money for their initial equipment as we are proposing 
to spend in this program. 

Mr. Wiccieswortn. Assuming, of course, that we have to start from 
scratch and equip them fully ? 

General Otmstep. That is right, sir. 

(Discussion off the record.) 

Mr. Gary. If there is nothing further, we thank you very much. 

General Outmstep. I would like to say that in the submission of 
these country programs we have endeavored to present to you a pro- 
gram that will double our Allied armed forces at approximately 10 
percent of the cost of the present military establishment. 

To state the problem a little bit differently, for approximately 3 
percent of what the world war would cost, we are presenting to you 
a plan which, in our hope, as in yours, will result in the avoidance of 
or the deterring of another war. 
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Evaluating this program as a businessman, I would say that it is 
not too high an insurance premium to pay. 

Evaluating it as an American citizen, I would say that to have 
two Allied men standing alongside each of our own is probably the 
greatest assurance that we will not, at least as two other great nations 
have, destroy ourselves by the loss of all our manpower in another 
world conflict. 

I would also like to say that, as a taxpayer, I think the American 
people are very fortunate to have a committee such as you gentlemen, 
that is willing to take the time and dig as deeply into the details of 
the program as you men have, and as intelligently as you have. 

It has been a great pleasure to present our side of the problem to you. 

Mr. Gary. Thank you very much, General; we appreciate your co- 
operation in this matter. I regret so much of this testimony has to 
be kept off the record, as we know it must be, for security reasons. 
At the same time, we know you have cooperated with us to the fullest 
extent, and 1 think we have a very good picture of what we are trying 


to do, what we are hoping to do. Whether we succeed, history will 
record. 


Thank you very much. 
(The following information was requested earlier in the testimony :) 
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Pay data—European NATO countries as of July 1. 1951 


BASE PAY 


PER MONTH 





Private 





$82. 5 
$5.7 
18. 


United States 
United Kingdom. -__- 


France 
italy 
Belgium... 
Netherlands 
Norway 
Denmark 
Portugal 
Crreece _. 
Turkey 
Iran 





Master ser- 
geant 

45 

30 


$198. 
111. 
120. 
23. 


1115.‘ 
2129.6 


87. 50-107. 2 


6 20.3 





ALLOWANC 


Conscript Private 


United States: 

With dependents 

Without dependents ea 
United Kingdom — ith de lepende mts).}.... 
France ? é sa Seat 7 
ae Sa Sn : 2 
Belgium 7___. 
Netherlands 7 8 
Norway * 
Denmark 
Portugal 7. _- 
Greece _-. 
Turkey 
Iran. 


$76. 50 
76. 50 
39. 


90 | 


30 | 


ES PER MONTH 


Master 
Sergeant 


$99. 00 
76. 5O 
48. 30 


57. 00 


~ 68. 89 
(19) 
"618 16, 25 





Second lieu- 
tenant 


$213. 75 
73. 50 
106. 00 





26. 
1117. 20 
2129.2 

ri ® 


92. 66 


Second 
lieutenant 


$117. 00 
102. 00 
138. 60 





6 1425.00 


00 | 


| 
| 





Major 


170. 00 


Major 


$147. 00 
24. 50 


(9) 
11 1460-16. 60 
18 42.37 





! Initial pay of the rank. 


2 Pay of the rank increases to this limit in accordance with longevity. ; 
3 Conscripts receive $51 bonus on enlistment for 2 years at end of conscript service. 
‘ If married, gets extra monthly allowance of $34.80 for wife and $8.40 per child. 


5 Doubles during second year. 
6 Nearest comparable rank. 


* No remuneration comparable with United States allowances. 
* Approximately 10 percent base pay deducted if single person in occupancy Government quarters. 


Quarters not furnished married personnel. 
maximum of $53 per month. 
* Averages 90 cents per day when on field or training duty. 
i@ Commandos, 50 percent over basic pay: 
War allowance __- oie a 
Combat allowance 


Travel allowance, 144 times d: aily basic pay up to maximum of 45 days. 


Family allowance: 
Family of 1 
Family of 2. _-- 
Family of 3 sia SERS 
| kf ene . 


it Add $3.50 per month for each son up to 18 years age. 
years of age. 
!2 $0.47 extra per month per child. 
13 $3.12 extra per month per child. 


Conscripts with dependents receive family allowances up to 


Per month 


Add $7 per month for each daughter up to 18 
While either child is in college over 18 the allowance is $3.50 until end of college course. 


4 $3.12 extra per month per child; $15.62 orderly allowance per month; $9.37 forage allowance per month; 


$2.81 cost-of-living allowance per month. 


15 $3.12 extra per month per child; $31.25 orderly allowance per month; 


$5.03 cost-of-living allowance per month. 


$18.75 forage allowance per month; 
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National service data, July 1, 1951 











] 
| | | ae 
| ‘ ic onscript * died : Third- : od 
| Induc- | term of First-line Re- Second-line Reserve Age at which 
| tion eaten Mee ‘ Reserve liability 
wae tee ice | serve (years) (years) | line ceases 
a5 (months)| ome | (years) 
opp —| Bed iy aed 
: . \f Maximum 32 Maximum 6 ’ . 
» Sts agi ». if GA! » € 
United es Shay coms 18 -* |\Minimum 0 | Minimum 0 } None | 26. 
United Kingdom 3 18 24 | 3.5 |} Unlimited None | Indefinite. 
| } reserve. | 
France Se Me 20 18 | 3 | 16 } 7.5 | 48. 
| { 415 } 
Italy : | 21 | 5 28 ~ 10 None | 55.7 
614 } } | 
Belgium sk 20 24 | 6 : ae . None | 35. 
Luxem burg 20 12 | 6 17 None | 34. 
‘16 |) or mn 
7 ( | sa . | 7 35, privates. 
2 Thar < P| > 5 I Y a r9 
Netherland ) l : ~ Ti. None \\40; NCO’s 
Norway . ._- 19 12 | 13 12 None | 45, 
Denmark 20 11 | 3 6 11 | 40.8 
{ #16 |) } } 
Portugal 20 528 |}8 1] 5 | 46. 
616 
Greece 21 24 | (? (*) | (°) | BO. 
Turkey 21 24 | (%) (| Ye (’) | 46 
Iran... 21 24 | (1%) ..| (%) (1°) 25. 


! Required to serve for period equal to differe nce between 8 years and length of active military service, 
Reserve service period may be redt iced by 3 vears’ active participation in an accredited training program, 
or may be eliminated by 4 years’ active service. 

2? Voluntary. 

3 Reservists are released on consideration of age, condition, and service. 

4 Army. 

5 Navy. 

6 Air Force. 

7 General reserve from end conscript period until age 45; static reserve until age 55. 

® Liability ceases after 20 vears’ service in reserve status. 

* There is no subdivision in the reserve. 

4 No reserve program. 


Cost ke syeipping and pemueinening a NATO soldier, July 1, 1951 





Estimated cost of equip- 





| rer: ‘ —3 
Induction Annual =) ae Beccis ae oe RE [Sve Sa 
| costs | rT individual | 
ast weapons | Infantry Armored 
division division 
} 
United States. - $567.70 | $5,014. 00 | $97. 70 | # $95, 600,000 | # $297, 000, 000 
United Kingdom (3) 686. 56 | 46. 50 5) (5) 
France. - -- 203. 00 | 932. 00 | 65.00 | § 105, 422,915 | § 289, 901, 543 
Italy 264. 00 563.00 | 59. 00 20, 843, 000 76, 798, 000 
Belgium no : ® 166. 00 7 930. 00 | 80.00 | 1° 92,000,000 | © 170, 000, 000 
Netherlands. -- 1 2, 499. 00 | 35. 00 101, 000, 000 (!2) 
Norway ‘ 1, 592. 00 | 85. 20 96, 000, 000 (2) 
Denmark 836. 00 | 13 20.00 | 1 20, 000, 000 (12) 
Portugal 6 161. 20 | 35. 00 85, 000, 000 («2 
Greece 15 199. 68 | (5) (5) (5) 
Turkey 300. 00 (5) (5) (5) 
Iran 241. 47 (3) | (5) (5) 











‘Includes uniform, personal equipment, and other induction costs. 

?Includes pay, rations, housing, medical care, clothing, and training costs. 

3 National price lists used for non-United States items, United States price lists used for United States 
type items. 

* Includes individual clothing and equipment and organizational equipment plus 1 year’s spares. 

§ Data not available 

6 Excludes housing costs. 

7 Excludes training costs. 

§ MAAG estimate only. 

® Cost of uniform and equipment only. 

1° Cost of equipment only. Does not include clothing, food, spare parts, pay, replacements, or ammuni- 
tion. 

'! Cost of training 1 conscript for 1 year. 

12 Not applicable. 

13 Low cost due to procurement from surplus stocks in Europe. 

14 Low cost due to lack of armor and self-propelled Weapons. 

15 Includes medical and subsistence, of Which $17 per year is deducted for American ration. 


No deduction for pay of conscript or recruit for clothing. From warrant officer to captain a sum of 
$12.65 per year is deducted from pay for clothing. This may be indicative of clothing cost for lower 
grades. 
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Saturpay, Ocroper 6, 1951. 

Mr. Gary. Mr. Wigglesworth, Mr. Miller was discussing a few 
moments ago the question of the military assistance program, and I 
suggested that he bring the matter up. Do you wish to make a state- 
ment, Mr. Miller / 

Mr. Mitier. Mr. Wigglesworth, I reported this morning about the 
hearings yesterday that Lieutenant General Bolte, Deputy Chief of 
Staff in the Department of the Army, and now Chairman of the Inter- 
American Defense Board, the person in the Armed Forces who has 
participated most actively in the preparation of the hemisphere de- 
fense planning, can be here if desired, since in the hearings yesterday 
there was some doubt on your part as to the validity of the entire pro- 
gram as to the justification of particular items. General Bolte is 
standing by to come up here and answer any questions you have in 
mind, if so desired. 

He is the one who was the chief military witness at the authoriza- 
tion hearing. 

Mr. WieeteswortH. Can he add anything to what was said yester- 
day by General Olmsted # 

dr. Miter. That I would not know. But he is a person who has 
participated principally in the planning. 

Mr. Wicctesworrn. If he can add anything I am sure the committee 
would be glad to hear him; otherwise 1 think we should proceed. 


TITLE IV—AMERICAN REPUBLICS ECONOMIC 
ASSISTANCE 


Mr. Gary. We will take up now consideration of the economic assist- 
ance program under title IV, and in this connection we will insert 
in the record the tables appearing on pages 72, 74, and 76 of the 
justifications. 

(The statements referred to follow :) 


Comparative summary of obligations by activities 








| | 


Activity | Actual, 1950 | Actual, 1951 | wes Sone 
ae sessateaiinies nein - 
1. Bilateral technical cooperation  abisigsl ....---| $6,913, 193 $9, 362, 018 $18, 000, 000 
2. Multilateral technical cooperation E ; | 4, 000, 000 +, 000, 000 

Total obligations___..............- pekeaenteateee | 6, 913, 193 13, 362, 018 22, 000, 000 
Deduct carry-over from 1951 Gidisicatebahen : | —75A, 347 


Appropriation request. ..........--.--- upuncdeumos . 21, 245, 653 
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Comparative summary of obligations 


[In thousands of dollars] 





Country 





ED SRE eases eee gee 
Bolivia : 

Brazil Eee 
oo eee 
i nn Re a ny GR REN IE Selaieres 
Costa Rica__.....-- ae tree 

Cuba _.. 2 ‘ 
Dominican Republic... 
Ecuador Ciccmcawae 
E! Salvador. 
Giuatemala 

Haiti 

Honduras 
Mexico 
Nicaragua 
Panama 
Paraguay 

Peru 

Uruguay 
Venezuela 
Regional projects 


Total bilateral technical cooperation . __- 
Multilateral technical cooperation 


Total obligations... _- 











Actual, 1950 | Actual, 1961 | Fstimate, 
ONG aS aa es he : 
468.9 2.8 $1, 504 
835.7 1, 319.3 2) 298 
241.5 433.3 929 
265. 3 298.7 655 
320.9 524.8 9865 

43.9 67.6 295 
12.5 123.2 264 
588. 1 577.3 1, 198 
179.6 215.1 520 
4i&.4 2.4.0 23 
470.3 544.9 797 
129.3 271.0 782 
71.8 46.9 1, 052 
72.8 221.4 847 
128.2 451.2 669 
488.5 678. 4 995 
949.8 1,417.8 1, 523 
12). 5 186.9 455 
166. 1 2%. 2 278 
613.2 647.2 1, 680 
6, 913.2 9, 362.0 18 000 
ae 4, 009.0 4,00) 
6, 913.2 13, 362.0 22, 000 











nennene hei masar tunes af nrmecta 


om mand 22a ahuamttaaa 
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Mr. Gary. Mr. Miller, is there any general statement you would 
like to make on the economic part of title IV ? 
Mr. Miter. I covered that in my general statement yesterday, and 
I would like now to turn over any discussion to Dr. Bennett. 
Mr. Gary. Dr. Bennett, we will be glad to hear from you at this 
time. 
GENERAL STATEMENT 


Dr. Bennerr. The program of economic cooperation with Latin 
America is not new. In fact, it has been carried on since early in 
World War I and has been continued under the program of the 
Institute of Inter-American Affairs, and the Office of Foreign Agri- 
cultural Relations of the Department of Agriculture and other Gov- 
ernment agencies cooperating under the Smith-Mundt Act. 

We, under the act which created the division in the Department of 
State of the so-called point 4, are authorized to coordinate and con- 
tinue, and that has been done, 

Latin America, as you know, is an area which is friendly to the 
United States and is one of our largest customers. In fact, in the 
year 1950 more than $2,900,000,000 worth of imports came into the 
United States from Latin America, and a larger amount of exports 
went to them. Roughly, we are exporting 50 percent of our total 
exports to Latin America, and 35 percent of our total imports come 
from Latin America. 

They are furnishing us much of the materials which are necessary 
for the economy of the Nation, including many materials of everyday 
use, that we take for granted. 

Eighty percent of our antimony; 85 percent of bauxite; 77 percent 
of our bismuth; 84 percent of our cadmium; 99 percent of our castor- 
oil beans; 71 percent of our copper; 34 percent of our manila cordage ; 
56 percent of our sisal; 98 percent of our quartz crystal; 100 percent 
of our tannin; 61 percent of zine ore; 48 percent of tin ore; 88 percent 
of iodine; 54 percent of our lead; 24 percent of our manganese; 51 
percent of mica; and a good many other materials vital to the ordinary 
economy and welfare of our country. 


LATIN-AMERICAN POPULATION 


Latin America’s population has grown until the population of Latin 
America today is approximately the same as that of the Northern 
Hemisphere. 

Mr. Gary. Can you give us the population today and the prewar 
population figures / 

Dr. Bennerr. Of Latin America? 

Mr. Gary. Yes. 

Dr. Bennerr. Roughly, it is 152 million in Latin America. 

Mr. WiccLesworrn. That is for all 20 countries ? 

Dr. Bennerr. All 20, beginning with Argentina and going through 
Venezuela. 

Mr. Mitier. And through Mexico? 

Dr. Bennerr. Yes; I was pointing them out alphabetically. Mex- 
ico has a large population and likewise Brazil. 

Mr. Gary. Do you have the prewar figures on that ? 
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Dr. Bennerr. They are about like ours. In other words, the rate 
of increase is quite similar to our own. The world rate of increase 
in population is 1 percent, a year. The world population is gaining 
now at the rate of about 25 million a year, and the Latin-American 
countries are pretty well on the average, well, slightly above. And, in 
fact, the population of the United States is increasing more rapidly 
than any other area in the world. Our population is “approximately 
150 million, and we are gaining at the rate of 2.5 million a year. 


PRODUCTION POTENTIAL 


The potential for production in Latin America is very strong 
although at the present time, due to their methods of agriculture, 
their agricultural production is quite low and, outside of the Argen- 
tine and Uruguay, they are deficient in food and have to import food 
of one kind or another in each year. 

The need for close cooperation there is quite obvious, I think, to 
anyone, and if you visit Latin America you can see where economic 
aid can be carried on so easily, due to the fact that the population in 
Latin America is largely a European population, largely from the 
Iberian Peninsula of “Spain and Portugal, but we also find there a 
good many northern and southern Europeans as well. All of this 
stock is basically similar to the European stock. They all have a 
Christian background, a Christian culture, and they belong to the 
Western World to the extent that when you deal with them you feel 
like you are dealing with people here at home. 

They are friendly to us, cordial to us, and look to us for economic 
leadership. 

I visited the countries in Latin America, and the thing which has 
grown on me as I have dealt with them is the fact that they are so 
similar to our own people in point of view and in background, and 
they are so eager to improve and develop. The programs which 
they want are programs having to do with the increasing of their 
preaetaviys. The backwardness of the country is hard for us to 

ealize until we come to the view that the rest of the world is so 
aidowdonek: The development which we have in the United States 
is the largest in the world, and it has been miraculous to all the rest 
of mankind. Our production both in the field and factory is unlike 
that of any other part of the world. 

Likewise in the field of science, technology, including medicines, 
we have progressed far in advance of any other country. 


MUTUAL SHARE OF PROGRAM COST 


Now, this program, which is a cooperative program, is not a give- 
away program. It is not a program of condescension; it is a pro- 
gram of mutual cooperation and trust, and that is the basis on 
whiclt we are approaching it, and every agreement provides that the 
host country pays its full share of the cost of the program. 

Mr. WicciteswortH. Pays what? 

Dr. Bennett. Its full share of the cost of the developmental pro- 
gram which we are undertaking. 

Mr. Wiceteswortu. What do you mean by “full share”? 
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Dr. Bennerr. It means that the Latin-American countries, on the 
average, have been paying 3 to 1. They started out with a much less 
share, bnt the record shows that they are now paying more each year. 

Mr. WiceteswortH. That is the average in—— 

Dr. Bennett. In the Western Hemisphere countries. 

Mr. Wiceteswortu. Is about how much? 

Mr. Bennett. About 3 to 1. 

Mr. Wiceteswortn. Three American dollars—— 

Dr. Bennett. No; three of their own dollars. 

Mr. Wiccieswortu. Three of their own dollars to one of ours? 

Dr. Bennett. Yes, and gradually our share will fade out as the 
program is carried through. 


TECHNICAL-ASSISTANCE PROGRAM 


Mr. Gary. The program of economic assistance to South America 
is almost entirely a technical-assistance program ? 

Dr. Bennett. It is entirely a technical-assistance program; it is 
entirely technical assistance, one in which we share our knowledge 
and experience and the know-how which we have developed here. 

There has been developed in Latin America one economic plan of 
cooperation, the so-called “servicio” arrangement, and the “servicio” 
is not new; it was developed with the institute, of which board Mr. 
Miller is chairman, and the members of the board are all members of 
the Department, and Mr. Iverson is the president and head of the 
institute. 

The servicio is a plan by which we go into a country, say, in agri- 
culture, where they will have an agricultural program and through 
the minister of agriculture the agricultural servicio is set up, with 
the head of the American mission ordinarily as head of the servicio 
and all of the funds go to the servicio, and that applies to their funds 
and our funds, and the technicians, of both the countries, are all 
working together. 

They take over a greater share of the program until we withdraw 
from the program entirely, where it will be on its own. 

We have 37 of these servicios operating in Latin America today. It 
is, I think, a unique plan, and one that can be used as a pattern around 
the world. 

Mr. Gary. Dr. Bennett. it appears from the table that of this $22 
million program, $18 million is for the bilateral technical cooperation 
program. 

Dr. Bennett. That is right. 

Mr. Gary. That means that is going to be spent under contracts 
between the United States and the contracting country. 

Dr. Bennett. That is right. 


MULTILATERAL TECHNICAL COOPERATION 


Mr. Gary. And $4 million is for the multilateral technical coopera- 
tion program. 

Dr. Bennett. Yes; $3 million through the United Nations, and $1 
million through the organization of the American States. 

Mr. Gary. Will you tell us something about that program ? 
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Dr. Bennerr. The program of the United Nations is largely in 
the Food and Agriculture, World Health, UNESCO, the ILO— 
the World Labor Organization, a part of the United Nations—the 
ICAO—the International Civil Aviation Organization—because air 
development is becoming of tremendous importance in these countries. 
That is where the money goes; it is divided up on some ratio, which 
the United Nations sets up. I have forgotten the division, except for 
Agriculture, which has 29 percent of the contributions. 

Mr. Gary. What is the other organization you were going to refer 
to? 

Dr. Bennerr. The Organization of American States is the older 
organization which was set up, I believe, at Bogota, at the Bogota 
convention. 

Mr. Miuter. Yes; it is the successor of the old Pan American Union. 

Dr. Bennett. And all these contribute to it. 

Mr. Gary. What do they do? 

Dr. Bennett. First of all we had experience at this station in Costa 
Rica, in tropical agriculture, which is one of the finest experimental 
stations in the hemisphere, and all of the States, 10 of the States that 
are cooperating directly in that in their annual budgets, and, that has 
to do with the cooperating agencies for agriculture, for health, for 
education, and for everything that affects the American States. 

We share our fraction—that is the major part of this fund. They 
put up 30 percent of the total and we match it on the basis of one 
and two-thirds dollars to each of their dollars up to a total of $1 
million. We only put up our fraction until the-$1 million is reached, 
and if it is not reached, it will revert to the Treasury. 

Mr. Gary. How are these programs coordinated and integrated ? 

Dr. Bennerr. They are coordinated on a country-by-country basis. 
We have close liaison. For instance, when Bolivia makes a request 
to the United Nations under the program, we immediately get a 
copy of their request and jointly we determine what phase of it should 
be tone by the U. N. and what phase by us. 

Bolivia furnishes a good example. Their Government, as you know, 
has had difficulty in their financial structure and after a study has 
been made of their problem by the United Nations, they furnished one 
person to sit as an aid in the four major branches of government—the 
minister, in effect, who acts as adviser to the Minister of Finance, to 
the Minister of Agriculture, to the Minister of Health, and so on. 
But, we carry the operating program into the field and we direct the 
experimental station and we develop the improvement programs in 
the schools and the like, on the basis of country-by-country, through 
a mutual agreement. 

Mr. Gary. The table which has been previously introduced shows 
a breakdown for each country. 

Dr. Bennett. Yes. 

Mr. Gary. I wonder if you can give us another table which would 
show the number of persons employed in the economic assistance pro- 
gram in each country. 

Dr. Bennerr. Yes: I can begin with Bolivia where we have 69 
technicians in Bolivia at a cost of $783,150 in the 1952 program. 

Mr. Gary. May I see the table? Maybe we can put that in the 
record, 
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Dr. Bennett. Yes; it is agreeable to insert it in the record. 

Mr. Wicc.esworru. I notice from the table which is being inserted, 
you expect to have 901 technicians at a cost of $10,226,350, which is 
something on the order of $10,000 apiece. 

Dr. Bennett. That is right. The figures include the cost of the 
technicians’ transportation, and those going to the Orient areas are 
around $12,000. The cost is a little less to Latin America. To the 
other area the transportation is a little greater. 

Mr. WicGLeswortH. You also set up 677 trainees at a total of $2,- 
572.600. 

Dr. Bennetr. That is right; that is the rate of $3,800 for trainees, 
rather than $5,000, coming from the Middle East and from the Orient. 
It is the difference in the transportation. 

Mr. WiccieswortH. Ten-eighteenths, or something like 55 percent 
of the total you are requesting is to be expended on salaries and 
expenses for our technicians ? 

Dr. Bennett. That is right, because after all, Mr. Wigglesworth, 
it is teaching; it is carrying cooperatively our American knowledge 
in agriculture, sanitation, health, and education. To a large extent 
it is a teaching program, and I do not mean in the classroom entirely, 
because that is not true, but it is in the field; it is in the hospital, in 
the schools, and in direct appheation. 


PERSONNEL AND COSTS-——-TECHNICAL COOPERATION PROGRAM 


Mr. Gary. I would like to have you insert a table showing the coun- 
tries’ technical cooperation program, broken down as to the number 
and cost of technicians, the number and cost of trainees, and the grants 
for each country. 

Dr. Bennetr. Yes; I will be glad to do that. And if you like, we 
have a breakdown by countries for each country; I would be glad to 
give them to you. 


(The information requested follows :) J 


Country technical cooperation program, summary of bilateral programs in the other 
American republics, fiscal year 1952 





















Technicians Trainees 
bf rat snd | Teel cot 
i | } aterials 
| Num- Cost | Num- Cost | materials States 
| ber ' | ber | P } 
Bolivia | 69 | $783,150 | 43} $163,400 | $857, 550 | 
Brazil 125 | 1,418, 750 | 78 296, 400 | 582, 925 | 
Chile 40 | 454,000 38 | 144, 400 | 230, ono | 
Colombia 31 | 351,850 | 32 | 127,600 | 181, 785 | 
Costa Rica 44 | 499, 400 26 | 98, 800 | 387, 600 | 
Cuba 10 | 113, 500 | 27 | = 102, 690 | 78, 600 | 
Dominican Republic 12 | 136, 200 | 9 | 34, 200 | 93, 595 | 
Ecuador J 62 703, 700 34 | 129, 200 365, 550 | 
E] Salvador 26 | 295, 100 21 | 79, 800 | 145, 000 
Guatemala 22 249, 700 1 | 3, 860 | 19,8) 
Haiti 26 | 408, 600 17 | 64, 600 | 323,635 | 
Honduras 38 | 431, 300 | 22 83, 600 | 266, 760 | 
Mexico | 46 | 522, 100 | 44 | 167, 209 | 362, 828 | 
Nicaragua 4) | 465, 350 | 24 | 91.200 | 290.450 | 
Panama i 34 385, 900 | 32 12’, 600 | 161, 000 
Paraguay 52 | 590, 200 | i9 72, 200 | 333, 000 | 
Peru 79 | 896,650 | 42 159,600 | 466,340 ” 5 
Uruguay oe 18 | 2%, 300 20 | 76,000 | 175, 000 | 455, 300 
Veneztela | Im | 24, 300 | 7 | 26, 600 | 46, 900 | 277, 800 
Regional 12,300} 141] 535,800 | 32,249 | 1, 680, 349 
| | 
| | 


Total 9) 677 | 2,572,600 | 5,200,767 | 17 
| 
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INCREASE IN PROGRAM 


Mr. WiceeLeswortu. I notice that this economic assistance program 
applies to practically all the countries in Latin America and that in al- 
most every instance you are planning to step the program up substan- 
tially in 1952 as compared with 1951, 1951 having been a 50 percent 
increase as compared with 1950. 

Why should each and every one of these countries have this program 
stepped up to such an extent that you are asking an over-all program 
100 percent larger in 1952 than in 1951? 

Dr. Bennerr. The programs prior to the last fiscal year, the fiscal 
year 1951, were operating on a very limited appropriation, limited to 
certain fields. 

The Act for International Development was passed by the last Con- 
gress, the Eighty-first, and funds were made available beginning in 
September, and, consequently, the first year of the program had to 
begin after one quarter of the fiscal year had been in operation, and 
by the time effective programs were going we had reached the begin- 
ning of the calendar year which was one-half of the year, and these 
programs in Latin America are new programs, many of them, most 
of them in fact, which were initiated after the passage of the Act for 
International Development. The program which we have laid out 
country-by-country has been incorporating all that had been done, 
plus the expanded program for economic development which was 
agreed to by us with the respective government and, in effect, what 
this amounts to is merely carrying on of the programs which we 
started in the last fiscal year and which are running for 12 months 
instead of the shorter time and some new programs, of course, being 
added. 

Mr. WiccieswortH. Do you have your monthly expenditures for 
recent months ¢ 

Dr. Bennetr. Our total monthly expenditures at the present time 
for Latin America are running about—we can spend what has been 
granted us, and the Congress has been giving us, in round numbers— 
it is at the rate of the last quarter of the fiscal year 1951, and that is at 
the rate of $15.2 million. 

Mr. WicciesworrH. At the annual rate of $15.2 million ? 

Dr. Bennett. That is right, and that is based on the month by month 
appropriation we have had since the Ist of July. 


Joint COMMISSIONS AND EcoNOMIC SURVEYS 


Mr. WicciesworrH. You have an item of $379,000 in here for joint 
commissions and economic surveys. What are those ? 

Dr. Bennett. Well, in Brazil, for example, and in Paraguay, and 
there is one contemplated for Ecuador, it is a Joint Economic Com- 
mission which is provided for under the act. In Brazil, for example, 
we have one Brazilian and one American who sit representing the two 
Governments on this Joint Survey Commission, and the idea is to plan 
the economic development of these countries. 

Take Brazil, for example, it is larger geographically than the 
United States. They have in Brazil a land area of 3,286,170 square 
miles, and they have a population of 49,050,000. The country is un- 
developed except in a few areas, largely on the coast area of the ex- 
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treme south, around Rio and Sao Paulo and vicinity. The Brazilian 
economy is a one-product economy, coffee in the main for export. They 
are having to buy meat and wheat and the like. 

I think there are few areas of the world, if any, that approach the 
potential production of Brazil. Less than 3 percent of their land is 
in cultivation, some of the finest land I have ever seen anywhere. 
Their roads are impassable in much of the country, and when you leave 
coastal Brazil and start inland the railroads and the highways are 
poor and uncorrelated. 

They have great deposits of manganese which we need, and which 
they want to produce for our economy. They have great deposits 
of minerals, some known and some unknown, and this commission 
which we have set up is set up for the purpose of laying out an orderly 
plan for the economic development of the country. 

Mr. Wice_esworti. How big is that commission ? 

Dr. Bennett. It consists of two men. 

Mr. Wiacteswortn. What ? 

Dr. Bennerr. Two men constitute the commission. They have a 
technical staff, but we have one American, Mr. Knapp, and one Bra- 
zilian who sit on the Joint Commission. 

Mr. Wice.teswortu. What are we going to do with $220,000? 

Dr. Bennetr. We are employing a technical staff which will go 
there and work with them. 

Mr. WiccLeswortu. How big is the staff? 

Dr. Bennerr. We will have one member from America and one 
other, and then I have a list of the men who are going to work that 
I will be glad to file for the record. 

Mr. Wieeieswortu. Roughly, how many people do you have there? 

Mr. Iverson. Approximately eight people. 

Mr. WiecLeswortru. Eight people from this country ? 

Dr. Bennerr. Yes; eight people from this country to begin with. 

Mr. Wicciteswortn. How many Brazilians? 

Dr. Bennerr. There will be a like number. 

Mr. Wicereswortu. Do they pay their expenses? 

Dr. Bennetr. Yes; they will pay their expenses. 

Mr. Wicc.eswortn. In other words, this $220,000 is solely for the 
expense of our people? 

Dr. Bennerr. Our own people and their travel and their clerical 
help and assistance. 

Mr. Miter. There is also a contract with a private engineering 
firm. 

Dr. Bennetr. Yes, with Gibbs & Hill. That will amount to $100,- 
000. 

Mr. Mier. They will do the technical survey in connection with 
port and railroad rehabilitation. We want to depend as muchas we 
can on private enterprise to carry out the purposes of the Commission. 

Mr. WiccieswortH. How do you let a contract of that character ? 

Dr. Bennertr. The provision is in the Act for International De- 
velopment 





Mr. WiccLeswortnu. I mean, is there any competitive bidding for 
a job of that character? How do you determine how much you are 
going to pay the contractor? 
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Dr. Bennerr. It is worked out on a basis of a certain number of 
men who will be on the staff, and a certain amount of work which will 
be accomplished. We take it up with the firms which are qualified 
and experienced in the field, and from the list take those who are most 
competent and who are willing to do the work for the least amount 
of money. 


GOVERNMENT ADMINISTRATION AND SERVICES 


Mr. WiceLesworrH. I see you are going to put out $1,129,000 all 
told for “Government administration and services.” 

Dr. Bennetr. Yes, sir. 

Mr. WiccLesworru. That item appears in every country with a 
couple of exceptions. I see, for instance, that you have $110,000 
for thus purpose in Brazil, in addition to what we have just been 
talking about. What people are you going to send down to Brazil, 
and for what purpose ? 

Dr. Bennett. Well, the purpose is the improvement of govern- 
mental organization and for training. The total cost will be $30,- 
400 for “Public administration.” This will involve eight trainees. 

The Brazilian Government has commenced a study looking to the 
reorganization of the President’s Executive Office as well as strength- 
ening the whole organization, the civil-service system, and the Vargas 
Foundation is cooperating with the Government in the establishment 
of a training center for governmental officers, and they are proposing 
eight trainees for this project to work with various officers of our 
own government. 

DETAIL OF ESTIMATE 


Mr. WicGLeswortH. What does the $110,000 cover ? 

Dr. Bennerr. $30,400 for “Public administration.” Second, 
“Social-security consultants in child welfare, in medical and social 
work, consultants in social insurances, consultants in maternal and 
child health, and training consultants in social welfare, $45,450. 
There will be three technicians and three trainees in that project. 
Then there is “Vocational rehabilitation, $11,350,” and that involves 
one technician, an adviser, and training services and further develop- 
ment of services for education and rehabilitation of the handicapped. 

“Cartographic activities, technical services, $22,800,” and that in- 
volves the matter of six trainees. Training is necessary to improve 
the methods and procedures now being employed. It also affords an 
interchange of information and techniques which are necessary for 
the adoption of international standards, and that is the list in the cate- 
gory you mentioned for “Government administration and services” in 
Brazil. 

REGIONAL PROJECTS 


Mr. Wiac.eswortu. Now, in addition to these country projects, you 
have regional projects in here, I notice, running up to $1,680,000, as 
compared with $647,000 in the last fiscal year. What are those re- 
gional projects ¢ 

Dr. Bennett. First there is “Agriculture, forestry, and fisheries, 
$227,000,” and “Rubber development, $109,949.” Let me pause a 
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moment to discuss that particular phase of it. Rubber development 
has quite a number of studies through the regions of 16 countries. 

Mr. Wiccteswortn. You mention agriculture and forestry. Now, 
you have that in every single country program. 

Dr. Bennerr. Yes, sir; that is right. 

Mr. WiccteswortH. Now you are going into an agriculture and 
forestry program over and above that in a regional basis; are you? 

Dr. Bennerr. Yes; for the reason that there are some of these that 
must run beyond the boundaries of one country. Take rubber, for 
example; it is in 16 different countries. 

Mr. Wicetesworru. If you have something in for rubber in each 
of the 16 countries, why do you need regional projects ? 

Dr. Bennerr. It isa technical pool where they move from one coun- 
try to the other, Congressman. For example, the rubber they have 
will grow from Vera Cruz to the lower part of Brazil. It is a native 
of the Western Hemisphere. The original rubber trees came from 
Brazil—that are used everywhere. 

Mr. Wiceiesworru. Have you a list of the proposed regional 
projects ¢ 

Dr. Bennerr. Yes, sir. 

Mr. Wiecieswortn. Could I have a look at it? 

Dr. Bennerr. Yes, sir. 

Mr. Wice.tesworrn. Off the record. 

(Discussion off the record.) 

Mr. WicGieswortru. I notice there are about 9 of these regional 
projects all told, which add up to the $1,680,849, including proposed 
United States personnel of 98 and proposed trainees to the number 
of 141. 

Dr. Bennert. That is right, Congressman. 

Mr. WicGLesworru. Now, the first one is entitled “agriculture and 
forestry, $227,000." You have an agriculture and forestry item in 
every one of the country plans. 

Mr. Iverson. I wonder if I could substitute this one for the one 
you have, and then I could probably give you the answer on this 
proposed program for 1952. 

Dr. Bennerr. We have detailed breakdowns for any of the projects. 

Mr. WicGéLeswortru. But what I am interested in in the first in- 
stance, anyway, is why you have regional projects for agriculture, 
forestry, and fisheries, $227,000. You also have an educational re- 
gional project for $147,000. You have a health and sanitation re- 
gional project for $303,000. You have an industry and labor regional 
project for $410,000, a transportation and comunication regional 
project for $106,000; mineral resources regional project, $23, 000; 
water resources regional project, $121,000, and a Government adi: 
istration and services regional project, $2 34,000, 


APPARENT DUPLICATION IN REGIONAL AND COUNTRY PROGRAMS 


Now, every one of those regional projects as described appears in 
your breakdown on page 76 of your justifications for the Ted 
countries. I wonder why, if you are going to put X dollars into this 
or that country for the purpose of agriculture, forestry, and fisheries 
you then on top of that apparently are going to put on a regional 
project in that same field of activity. 





703 


Dr. Bennerr. The technicians of the technical pool are used to 
supplement the technical staffs of the services, these 37 services, espe- 
cially with short-term specialized assignments which are required. 
Mr. Iverson is here. He directs the program, and he can give you a 
list of them and an explanation of anything that you desire. 

Mr. Wic6LeswortH. What I want to know is why, if you are going 
into agriculture, forestry, and fisheries in country “A and countr Vv B, 
you then have to put on a regional project covering countries A and B 
in the same field of activity. 

Dr. Bennerr. Mr. Iverson directs the program and he will be very 
glad to explain what appears to be any duplication which, in reality, 
is supplementing rather than duplicating, Congressman. He will be 
glad to give you the reason. Mr. Iverson is president of the institute 
and directs the programs. 

Mr. Iverson. Mr. Wigglesworth, in each of the countries, as you 
have noticed, we have agricultural programs and the other programs 
that you have named, and we have a staff of persons or technicians in 
each of those countries. 


TECHNICAL SPECIALIST STAFF 


We have found, in the collective conduct of and in the administra- 
tion of those activities with the other countries that it is necessary 
to have from time to time a specialist who can go in from time to time 
to supplement the staff of the country, and yet it is not necessary to 
have a specialist remain in the country continuously. 

So, we have set up what we call a technical pool of individuals who 
are avajlable to move into a country whenever they are required to 
supplement the existing staffs there in the country. 

We have listed 20 technicians in the field of general agriculture. 
Those 20 technicians can service the total agricultural development 
programs in the hemisphere as they are required on a country-by- 
country basis. 

Mr. WiccLeswortn. You mean that you carry them under regional 
projects 

Mr. Iverson. We carry on a regional technical pool project. 

Mr. Wicc_eswortu. Over and above the technical people who are 
working continuously in the individual countries? 

Mr. Iverson. Yes, sir: the purpose of that being that we are able 
to use 20 technicians in all of the countries and supplement the staffs 
in those countries and it is cheaper and more effective to have it that 
way rather than to have technicians on a full-time basis in these vari- 
ous specialties in each country. 

Mr. Gary. It is not dissimilar from the set-up that we have in this 
country with the State and Federal activities ? 

Mr. Iverson. Yes, sir; there is some very definite similarity of that 
kind. 

Mr. Wicetesworrn. In other words, the total regional project item 
of $1,680,000 is for salaries of 98 people in this pool ? 

Dr. Bennett. And the trainees. 

Mr. Iverson. These pools are primarily in the fields of agriculture, 
rubber development, education, health, and sanitation w here we have 
in almost every country a program in those four fields. The other 
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members, in effect, in the other categories do approximately the same 
work, but generally work out of Washington rather than in the 
countries. 


TRAINEES 


Mr. Wiceieswortu. Are the trainees in this picture? 

Mr. Iverson. You must remember, Mr. Congressman, that it is 
necessary to have various trainees who may be brought in from coun- 
tries where a decision has not been made as yet as to which coun- 
tries they would come from, and in the specific categories they would 
be trained in. For that reason they are put in on a regional basis. 

You will notice the majority of the trainees are in the fields of Gov- 
ernment administration and services and on up ‘through health. 
They are in almost all fields, and it was considered necessary rather 
than to attempt to allocate every trainee to the countries, that there 
be some of them that should be trained on a regional basis. The agri- 
cultural people, for instance, for agriculture, and rubber development, 
there in the program in rubber development, for example, we are 
not sure where those trainees are going to come from. 

Mr. WiccLeswortH. You mean that you have half a million dollars 
in here, or $536,000 to be exact, for 141 trainees that may or may not 
be called in the fiscal year 1952? 

Mr. Iverson. We are quite sure Mr. Wigglesworth, that they are 
going to be called. That is the plan of the program to bring these 
people up, but we felt that it was more sensible to put it on a regional 
basis, indicating the number we expect to bring up as the total number, 
rather than at this time trying to allocate them country by country. 
In the fields of agriculture, rubber, and education we have generally 
done that on a country by country basis. 

Mr. Wiceiesworrn, I have no further questions. 

Maybe you ought to put that table of regional projects in the record. 

Dr. Bennett. We will be glad to put them in country by country. 

Mr. Wicctesworrn. Is this all to go in? 

Dr. Bennerr. No, the front page. 

Mr. Gary. No, we do not want it for each program. I think the 
regional program should go in. 

Dr. Bennetrr. We shall be glad to insert it in the record. 


REGIONAL TECHNICAL PROJECT SUMMARIES 


Mr. Gary. We will insert the table for the fiscal year 1952 on re- 
gional technical cooperation projects in the record at this point. 
(The matter referred to is as follows:) 
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Fiscal year 1952 regional technical cooperation projects 





i : 
| Technicians | Trainees’ | 
la 
ews _.___| Grants bad 
and cost to 


4 » ’ United 
oak Cost | materials States 


Total 





|Num- 


50s 
ber Cost 





SS en See eastriamnstii | 


1, Joint commission and economic surveys. -- ; | 
2. Agriculture, forestry and fishery eee we Ee , ¥ | $227, 000 
Rubber development_______- SEGARA 8 90, 800 | $18,149 949 
3. Education 4 Ss AL ET 13 147, 550 & ae 7, 550 
. Health and sanitation _.....___.. ; | 20| 227,000; 2 $76, 000 | -.--}| 303, 000 
(Technical pool) ! (14)| (158, 900) 58, 900) 
(Vital statistics) fas (6)| (68, 100 (2 1, 000) , 100) 
5. Industry and labor f il 124, 850 75 85. 000 0, 850 
(Labor training) bh charee | (7)| (79,450) 30)| (228, 000) (307, 450) 
(Standards training) (45, 400) 5 57. 000) (102, 400) 
. Transportation and communication 6 68, 100 } 38, 000 E ), 100 
. Mineral resources ‘ 22, 700 100 | 22,800 
Power 
. Water development : 
. Government administration and services 
(Technical pool) 


45, 400 2 76, 000 : 21, 400 
158, 900 16 ), 800 14, 000 233, 700 
(34, 050) i | @ 4° 050) 
(USGS mapping) (34,050)! (10) 38, 000 (6, 000 78, 050) 

(Fiscal procedures) a | (68, 100) 3)! (22, 800 90, 900) 

(Puerto Rico training) _..____- = : ; (22, 700) F (8,000), (30, 700) 
. Other . nie 


98 }1, 112, 300 141 535, SOO 32, 249 1, 680, 349 





INTERRELATION OF AMERICAN REPURLICS 


Dr. Bennerr. Before we leave this, I think it would be only fair 
to point out to the committee the fact that Latin America is becom- 
ing closer and closer interrelated to us. Their evo nomy and our econ- 


omy supplement each other, and this economic development which 
is being carried on cooperatively is drawing our economies closer and 


closer together, 

For example, take the matter of the jute supply, which is very 
much a part of many of our farm industries, tow sacking and the like, 
the cover backing for cotton and the like, was cut off during the war, 
and in Cuba in a particular station directed by one of our officials they 
developed kenaf, that is coming into great supply and ultimately wil] 
be supplemental to our jute needs in this country. 

In like fashion in these 16 rubber stations, it has been demonstrated 
that as good rubber can be grown here as is grown in the East Indies 
because the East Indies development is originally from the Brazilian 
rubber, and I am thoroughly convinced, and these stations demonstrate 
that it can be done. 

We were cut oif from quinine, and yet quinine is a Latin-American 
product and it was found there first, and groves of cinchona trees 
are being developed in the Central American part of Latin America, 
and quinine is one of the indispensable drugs which we must have in 
the fight on malaria. 

We had a great shortage in hemp and sisal. That has been de- 
veloped in the experimental work of our Department of Agriculture 
and sisal can be grown in the central and northern section of Latin 
America. 

You take the matter of insecticides. We had a great shortage of 
them during the war, and you may remember that we got to the pl: ice 
where we could not get along with the insecticides that were available, 
and they developed i in the station in Peru rotenone, the sources of it 
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is from a weed that grows wild practically all over the Andes, over 
Latin America. I think that all of these things merely go to illustrate 
the fact of their importance. They want to work with us, and as their 
economy is developed they become able members of the economy of 
the Western Hemisphere. 

There are 150,000,000 plus of them, and 150,000,000 plus of us. 

With the completion of the Pan American Highway, with the closer 
unity which is coming through the continuation of the Pan American 
Union in the Organization of American States, I am thoroughly con- 
vinced that the Western Hemisphere can be solidified into the strongest 
unit that the world has. 

They are our friends, they are our natural friends, and although 
there is one of the countries which is not now cooperating with us 100 
percent, 20 of them are, and the twenty-first one has invited us down. 
I have been down talking with the ministers, and I am thoroughly 
convinced. 

(Discussion off the record.) 

Mr. Gary. And you are developing products by this program which 
would also contribute to our needs here in the United States? 

Dr. Bennett. That is right. 

Mr. Gary. Thank you, Doctor. 

Dr. Bennett. In large quantities. 

Mr. Gary. Thank you, Doctor; we appreciate your very compre- 
hensive testimony with reference to this. 

Dr. Bennzerr. I think every dollar spent here will bring rich returns. 
I think it is good business. They are our best customers. 

Mr. Gary. Thank you, sir. 

Mr. Iverson. I hiave just one more statement on Mr. Wigglesworth’s 
question on trainees. The trainees on a regional basis are primarily in 
areas in which we do not have the categories of technicians on a coun- 
try by country basis for a particular project. For instance, in rubber 
and education we do not put trainees there on a regional basis but only 
in the areas where we have not put them in on a country by country 
basis. 

Dr. Bennerr. I am sorry that time does not permit us to tell you 
about the development of the great rubber trees in this experimental 
work in Costa Rica. It is a three-story rubber tree that is the answer 
to great rubber production in the tropics of Brazil. It is a three-story 
tree that is the finest thing that 1 have ever seen, and they are produc- 
ing them now in quantities sufficient to be brought into production. 

Mr. Gary. Thank you, Doctor. 

Mr. Miniter. May I thank you very much, Mr. Chairman and gen- 
tlemen of the committee for your courteous treatment. 


Mcecurimarerat Tecunicat Cooperation Program 
WITNESS 


GEORGE MASON INGRAM, CHIEF, DIVISION OF INTERNATIONAL 
ADMINISTRATION, DEPARTMENT OF STATE 


Mr. Gary. We will now take up the “Multilateral technical coopera- 
tion program,” and in this connection we will insert in the record the 
table appearing on page 83 of the justifications. 

(The matter referred to is as follows:) 
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United States contributions to multilateral technical cooperation program, comparative 
summary of obligations by title 





| Fiscal year Fiscal year 
1951 ! 1952 





1. Europe 2. ees Abeta ener $342, 000 | $342, 000 
2. Near East and Africa. ca hae ie 3, 751, 500 3, 744, 000 


3. 0 SR CTT TRE, PE ‘ Ry aes. ee Ae Lee ae 4, 914, 000 4, 914, 000 
4. Latin America: 


United Nations program Nh. Sar FAL < 3, 000, 000 3, 000, 000 
Organization of American St: ites. progr: 7 eee ee 1, 000, 000 1, 000, 000 





Total...... é a 13, 007, 500 o| ~ 13, 000, 000 


1 The United States contribution of $12 2,007,500 in fiscal year 1951 to the U. N. expended program or technical 
assistance is for the program’s first financial period July 1, 1950, through Dec. 31, 1951. The remaining 
$1,000,000 is for OAS program of technical cooperation for calendar year 1951. 





GENERAL STATEMENT 


Mr. Incram. Mr. Chairman and gentlemen of the committee, I am 
George Mason Ingram, Chief of the Division of International 
Administration of the State Department. 

I very much appreciate the privilege of having the opportunity to 
be here today in support of Dr. Bennett and to answer such questions 
as you wish to ask and that I can answer with respect to the multi- 
lateral side of our technical assistance effort. 

The multilateral programs which are represented by the programs 
of the United Nations and its special agencies and the program of 
the Organization of American States work very closely in harmony 
and in cooperation relative to the bilateral program. 

I would like to state at the outset that there is coordinated planning 
as between the program and the headquarters of the U. N. and the 
headquarters of the Organization of American States here, and, even 
more significantly there is joint planning in the field at the country 
level with the countries which have developed their own needs and 
their statements of requirements. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. InGram. We are asking that we have authority to pay out 
$13 million of the amount you made available in support of these 
multilateral programs without regard to the other limitations of the 
bill 

That is because the discretion as to the degree of concentration in 
ach geographic area is, necessarily, left in one case to the United 
Nations and its specialized agencies working through its technical 
assistance, and in the other case working through the Organization of 

American States and its subsidiary bodies. 

Of the $13 million we are requesting we contemplate that $12 mil- 
lion would be contributed to the program of the United Nations. This 
would represent 60 percent of the total anticipated pledges of new 
money in the amount of $20 million. This is the same amount, this 
$12 million, which we are contributing to their first period, which is 
an 18-month period ending this Dec ember. 

We are contributing $12 million approximately as against total 
pledges of $20 million. 

Mr. WiccieswortH. Sixty percent? 

Mr. InGram. Sixty percent ; : yes, sir. 
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Now, they are setting aside $3 million of the $20 million they will 
receive as a reserve against unanticipated emergencies and liquida- 
tion costs. That is in order to make the program self-sustaining as 
much as they can. 

Of the $17 million which they will have programed and which they 
will have committeed themselves to in terms of agreements with par- 
ticular countries. we estimate that $7 million will be spent in 1952 in 
their second period which is a 12-month period rather than an 18- 
month period. 

Their total program in 1952 would then consist of the $20 million 
which they are requesting in new money, of which we are proposing 
to contribute $12 million, and they will be spending, in addition, $7 
million under programs which are now authorized and underway, 
simply the 1952 expenditures under programs which were undertaken 
in 1951. 


ORGANIZATION OF AMERICAN STATES PROGRAMS 


In the case of the Organization of American States we propose to 
contribute $1 million to their calendar year 1952 program, which is 
the same amount which we are proposing to contribute this year with 
our present money. 


ADVANTAGES OF MULTILATERAL PROGRAM 


Mr. Chairman, I would like to say with respect to the question as 
to why we have a multilateral program of technical cooperation that 
we feel that just as there are certain advantages that a bilateral pro- 
gram gives which a multilateral program cannot give, by the same 
token there are certain advantages to a multilateral program which 
are not inherent in a bilateral program. 

First of all we have an opportunity here to utilize the resources of 
other countries, and I am not talking only about the fact that other 
countries are contributing 40 percent of the funds which, to that ex- 
tent, represents a cash saving to us, I am talking with particular refer- 
ence to the fact that we can draw on the nonmonetary resources of 
other countries. 

Of the program, supplies and materials make up less than 10 per- 
cent. Over two-thirds of the program consist of the services of ex- 
perts, and a great many of the experts can be made available from 
those countries. Of the approximately 500 experts now in the field 
under the U. N. program, over two-thirds are from other countries. 

Mr. Gary. Excuse me just 1 minute. Off the record. 

Mr. Inaram. Yes, sir. 

(Discussion off the record.) 

Mr. Incram. I was saying that of the approximately 500 or more 
U. N. experts in the field today over two-thirds of them come from 
other countries. So, we have actually put up only one-third of our 
own very short supply of experts. 

I think this is illustrated particularly well in the case of medical 
personnel who are in very short supply in this country. At the same 
time other governments are coming into a position to provide medical 
personnel. 

The Government of the Netherlands, for example, because of its 
pulling out of Indonesia, has surplus medical personnel available and 
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has so announced at the meeting of the World Health Organization 
this spring. 

On that second point the advantage of the multilateral program is 
that.it has the appeal of being a program in which the people of the 
underdeveloped countries participate as benefactors as well as bene- 
ficiaries. 

On the list of contributing countries to the program a great number 
are also receiving countries. 

There are 54 nations contributing to the U. N. technical assistance 
fund at this time. I think I can give the waa there of Haiti. 

Mr. WigcLesworrn. You mean we put up 60 percent and 53 other 
nations put up only 40 percent ? 

Mr. Incram. That is right, sir. 

Many of those are very small nations, such as Haiti, Honduras, 
Iraq, Lebanon, Korea, Monaco, and so forth. 

In the case of Haiti they are receiving assistance from the program 
which is particularly valuable. The program in Haiti is the result 
of a Food and Agricultural Organization investigation which was 
made under its regular budget 2 years ago at the request of Haiti. 
This investigation by the Food and Agricultural Organization brought 
to light a serious protein deficiency in the Haitian diet which consists 
largely of rice. At the same time the Food and Agricultural Organi- 
zation, as a center of world-wide agricultural information, had 
knowledge of the high protein value of a certain native fish that 
flourished in the muddy tidelands of Thailand. An FAO technical 
assistance expert established the fact that it was biologically and 
economically feasible to introduce these fish inte the rice paddies of 
Haiti. This is now being done, and the one-crop economy of rice has 
been converted to a two-crop economy of rice and fish. This is now 
being done. At the same time, Haiti not only receives help but gives 
help, because it is contributing the equivalent of $6,000 to the U. N. 
program itself, which will be used to benefit the other countries. 

The third point is that assistance from a group of countries repre- 
sented by the U. N. program is frequently more palatable to the 
receiving country than assistance from any one country. An example 
of that is Bolivia. Recently the Government of Bolivia requested a 
technical assistance mission from the U. N. This technical assistance 
mission was headed up by Dr. Keenleyside of Canada. As a result 
of the recommendations of that survey, the Government of Bolivia 
is now arranging to have 10 of its most important ministries staffed 
at the second level of command by administrative and economic experts 
from other countries. This U. N. contribution will be paid for out 
of this technical assistance money. I think this is a very dramatic 
example of the type of contribution that the U. N. program can make 
which could not be accepted from any one country. 

There are also other reforms which are politically unpalatable if 
they are brought to the country by another sovereign power. which can 
be accepted from the U. N. and its specialized agencies. Frequently 
we do have, as you know, countries which are emerging from a status 
of colonialism, and they suspect any move which might appear to 

their people to be a big power intervention. For example. in 1950 
Indonesia requested from the U. N. a comprehensive survey of its 
technical assistance needs in all fields. I think it is highly unlikely 
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that a request for such a comprehensive survey would have been 
made from this country at that time. 

I would like to say finally, in support of this multilateral program 
of the United Nations, that we are consolidating our leadership in 
the free world, and this is well recognized by the iron-curtain coun- 
tries. For instance, at the recent meeting of the Economic and Social 
Council in Geneva, the United States representative, Dr. Lubin, 
pointed out the absence of Soviet support for these international pro- 

grams to aid underdeveloped countries, such as the technical-assist- 
ance program. ‘This brought forth an unexpectedly violent and hys- 
terical response from the Soviet representatives. The New York 
Times correspondent on the scene reported his conclusion that the 
Soviet outburst was accountable to the fact that— 
the Russians really were frightened by U. N. agencies that did things—more 
frightened than by anything the United States did alone, no matter how much 
larger and more effective in practice it might be.: 

Mr. Gary. As I understand it, we contribute this $13 million to the 
United Nations. 

Mr. Incram. $12 million to the United Nations and $1 million to 
the Organization of American States. 

Mr. Gary. Which we discussed under South American aid? 

Mr. Incram. Yes. 


EXPENDITURE OF MONEYS TURNED OVER TO THE TU. N. 


Mr. Gary. We contribute $12 million to the United Nations. Now, 
do we earmark it for specific projects, or is it just turned over to the 
United Nations for their program ? 

Mr. Ineram. It is turned over to the United Nations for their pro- 
gram. That is under the rules the United Nations has already estab- 
lished. 

Mr. Gary. And the money is spent by what agencies ? 

Mr. Ineram. The money is spent by the United Nations and by 
its specialized agencies. 

Dr. Bennetr. On a percentage basis. 

Mr. Gary. Do you have a breakdown of the apportionment of this 
money to the various agencies of the United Nations? 

Mr. INeram. Yes, sir; I can provide that breakdown. 

Dr. Bennett. They worked it out proportionately and, as pointed 
out, they hold a certain amount to balance up the program as the need 
arises, 

Mr. INcram. The United Nations receives on the basis of an auto- 
matic allocation 23 percent of the total automatic allocation; the 
International Labor Organization, 11 percent; Food and Agriculture 
Organization, 29 percent; the United Nations Edue: ational, Scientific, 
and Cultural Or ganization, 14 percent; International Civil Aviation 
Organization, 1 percent; and the World Health Organization, 22 per- 
cent. That is the current 1951 program. Into the program this year 
are coming two additional organizations—the World Meteorological 
Organization and the International Telecommunications Union— 
which will increase to eight the number of participating organizations 
in the program. 

Mr. Gary. Where does the Children’s Organization get its funds? 
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Mr. Incram. The Children’s Organization gets its money separately. 
It is not covered by the money donated to this program, although it 
works in very close cooperation with the administration of the tech- 
nical assistance program. 

Mr. Gary. What percentage do we contribute to the maintenance of 
the United Nations? 

Mr. Incram. Our contribution at this time is 38.92 percent. The 
General Assembly has set as its objective that our contribution should 
be reduced gradually, as possible, tod 33.33 percent. We have had 
reductions in the past which were not sizable. It started at 39.89 per- 
cent, the next year was reduced to 39.79 percent, and this year to 
38.92 percent. 

Mr. Gary. Why should we contribute 33.33 percent or 38 percent to 
the general United Nations fund and 60 percent to the technical 
assistance fund ¢ 

Mr. Incram. We think there are several reasons as to why that 
might be considered reasonable. One is that the United Nations 
regular budget, to which we contribute 38.92 percent, covers the gen- 
eral continuing expense of the organization, meetings of the General 
Assembly, the Security Council, planning missions in the field such 
as the mission to the Balkans, the mission to Palestine, and so forth. 
It is not designed to meet to any great extent the needs of individual 
countries for economic assistance. Also the regular budget expense 
of the United Nations is in regular hard currencies, very a fa 
It is not the type of program which can be operated on the basis of 
receiving country contributions, and in the technical assistance pro- 
gram you want to get the receiving countries to put up toward the 


program an amount equal to what is brought to them by the inter- 
national organization. 


COSTS PARTIALLY BORNE BY COUNTRY RECEIVING AID 


Mr. Gary. Let me get that straight. When the United Nations 
contributes through one of its agencies technical assistance to a speci- 
fic country, that country is required to put up a portion of the cost 
of the project ? 

Mr. Incram. Under the agreement which is written with the coun- 
try—and the United Nations writes very much the same sort of 
agreement which we write with the receiving country—the receiving 
country agrees to do certain things in its own behalf—to provide cer- 
tain personnel to carry out a certain program over a period of time— 
and what the receiving countries agree to do in total represents to that 
cost on an average at least an equal amount to the outside requests 
brought in by the United Nations itself. 

Mr. Gary. So that we are contributing 60 percent of 50 percent of 
the cost of the project; is that correct ¢ 

Mr. INcram. It could be expressed in that way very well. 

Mr. Gary. And that means that we are contributing about 30 per- 
cent of the cost of the project? 

Mr. Ineram. About that. 

Mr. WiccteswortH. As I understand it, in the first 18 months of the 
United Nations expanded technical assistance program there were ex- 


pended $15 million; is that right? 


89249—51—pt. 3—_18 
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Mr. Incram. The first 18 months have not concluded. That will 
conclude this December. 

Mr. Wiee.eswortn. It is estimated that $15 million. will be used 
by the end of 1951? 

Mr. Ineram. The latest estimate is that $17 million will actually be 
committed for activities under signed agreements. Some of these 
activities will carry over into 1952. 

Mr. WieeteswortH. When was that made? 

Mr. Ineram. Our delegation to the Economic and Social Council 
meeting in Geneva, which concluded about a week ago and which had 
this under advisement, came out with that estimate. 


CURRENT EXPENDITURE RATE 


Mr. WiceteswortH. How much have you spent to date? 

Mr. Incram. I do not have the absolutely current figure. 

Mr. Wiecieswortu. Well, you have given us a current estimate. 
It must be based on the current rate of expenditure; is it not? 

Mr. Incram. I will have to put in the record the current rate of 
expenditure, but it is the current rate of expenditure which would 
»roduce obligations of $17 million at the end of the 18 months this next 
Decetiiber. 

(The following additional information was provided later :) 

Of the $20,069,411 pledged for the first financial period ending December 31, 
1951, the amount of approximately $17,000,000 has now been committed in the 
form of firm agreements executed with countries to receive assistance under the 
program. Of this total of $17,000,000, the amount of $3,600,000 has been con- 
verted into cash disbursements and obligations outstanding as of July 31, 1951. 
In the month of July itself, the amount of $700,000 was obligated. It is 
estimated that this obligation rate will increase month by month to produce 
a total of $10,000,000 in funds paid out and obligated as of December 31, 1951. 
The remaining $7,000,000 now committed will be obligated and expended in the 
second financial period, the calendar year 1952. 

Dr. Benner. Our contribution up to date of the $12 million 
pledged is $10 million. We have not. paid the full $12 million. 

Mr. Gary. You have paid $10 million of this $12 million ¢ 

Mr. Incram. Not of this $12 million—of the $12 million made avail- 
able for this fiscal year. 

Dr. Bennetr. The last fiscal year carried over for 6 months. We 
have paid $10 million of the $12 million for the 18-month period. 

Mr. Gary. The United Nations operate on a calendar-year basis, 
and we operate on a fiscal-year basis ¢ 

Dr. Bennetr. That is right. 

Mr. Wiceiesworrn. Now, for the calendar year 1952 or for the 
period of 12 months, you are asking here for a contribution from the 
United States which assumes a total expenditure of $20 million; is that 
correct ¢ 

Mr. Ixeram. $20 million of the new program money. 

Mr. Wiecitesworrn. For 12 months? 

Mr. Incram. Yes, sir. They will actually be spending in addition, 
we estimate, $7 million to complete projects undertaken in their first 
financial period, the 18-month program initiated in the first financial 
period. These projects do not terminate with the year; they extend 
over 1, 2, or 5 years. 
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Mr. Wiccresworrn. I do not understand that. Is it a fact or is it 
not a fact that the expenditure contemplated in calendar 1952 is $20 
million ¢ 

Mr. Incram. Of the new money to be received, it is contemplated 
they will obligate $20 million. All of that will not be spent in that 
period, because those projects do not begin precisely with the be- 
ginning of the fiscal period and they continue beyond the end of the 
fiscal period. They will also have to spend in 1952 $7 million of what 
they will have obligated by December. 

Mr. Wiceteswortn. Out of prior years? 

Mr. Inoram. That is right. ee 

Mr. Wieatrswortn. How much do you expect will be obligated in 
1952? 

Mr. InGram. $20 million. 

Mr. Wiceiesworru. And how much do you expect to spend in 19524 

Mr. Incram. I think the carry-over might run less than the $7 
million carry-over of obligations this time, because they are accuniu- 
lating 

Mr. WiceLeswortn. What do you estimate? 

Mr. InGram. I could not give you an accurate estimate. It might 
be more than that. 

Mr. Wiceiesworti. Do not you have some estimate ? 

Mr. Incram. Lam afraid I cannot give you a more accurate estimate 
than that. You see, they have to have the money before they can 
obligate it. 

Mr. Wicciesworri. I understand that, but L want to know how 
much you are going to spend, and that seems to me a pretty funda- 
mental, elementary question. Of course, if you cannot give it, you 
cannot, but it seems to me in making this request that is something 
you ought to have in mind. 

Mr. Incram. I will be very happy to supply it. 

Mr. WiceéLeswortu. Please supply an estimate for the record when 
you revise your remarks, 

Mr. Incram. Yes, sir. 

(The matter referred to follows :) 

It is estimated that, in addition to the $7,000,000 estimated to be committed 
but not obligated as of December 31, 1951, the amount of approximately $20,000,- 
000 in new money estimated to be received in the calendar year 1952 will be 
committed in full by the end of that year. Of the total of $27,000,000, it is 
estimated that from $38,000,000 to $4,000,000 may be committed, but not obligated 
as of December 31, 1952. 

Mr. Wiceiesworri. Now, you have referred to a Jot of United Na- 
tions organizations that are going to spend whatever money is made 
available, as I understand— 

Mr. InGram. That is right. 


REGULAR ANNUAL UNITED NATIONS BUDGET AMOUNTS 


Mr. Wiceteswortu. The money we are considering is only a small 
portion, is it not, of the money those same organizations expend / 

Mr..Incram. This is in addition to what they expend under their 
regular budgets. 

Mr. Wiceteswortn, It is only a small portion of what they expend 
from other funds; is it not ; 
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Mr. Incram. I would not describe it as a small portion, because an 
organization such at FAO has a regular budget of only $5 million. 
So that this represents something quite significant in terms of the 
resources made available to that organization. 

Mr. WicateswortH. I asked before, and I think the answer was 
that there would be an expert on the United Nations angle before 
the committee later. I am anxious to obtain a picture of what the 
United Nations organizations are expending in each of the areas 
represented by the different titles in the bill we are now considering. 
That is, I would like to see the total amount that the United Nations 
is expending in Europe, in the Near East, in Africa, in the Far East, 
and Asia, and in Latin America, Are you in a position to furnish 
those figures ? 

Mr. IncrAm. I have the figures of our estimates of what they will 
be spending in calendar year 1952. 

Mr. Wiceteswortu. That is what I want. 

Mr. Incram. This is based on the assumption of $25 million rather 
than $27 million total. At this time we thought the carry-over would 
be $5 million and not $7 million. On that basis, Europe would re- 
ceive $713,000; the Near East and Africa would receive $7,799,000; 
Asia would receive $10,238,000; Latin America would receive 
$6,250,000. Of the additional $2 million, the proportions would 
remain the same. 

Mr. Wicctesworrn. In giving me those figures, are you talking 
about the technical cooperative program ? 

Mr. Incram. I am; yes, sir. 

Mr. WiceLeswortn. Do you have similar figures for the United 
Nations as a whole? In other words, I am trying to get an over-all 
picture here. We are asked to contribute economic aid of one char- 
acter or another. I think the figure for technical assistance is around 
$84 million ; is it not? 

Dr. Bennerr. About that. 

Mr. WiccieswortH. But, of course, our over-all economic aid as 
proposed in this bill is something less than $1.5 billion including the 
reduction in the authorizing legislation. I would like to see what the 
United Nations is contributing in comparable terms. You have given 
me the multilateral total which is based on $25 million; is it not? 

Mr. Incram. That is correct. 

Mr. Wicoteswortu. And the bilateral is around $84 million. And 
if you take the economic aid picture as a whole, I am told our maxi- 
mum amount in the authorization bill is $1,447,000,000. I would like 
to get similar figures to those you have just given me, if you can give 
them, or have them inserted in the record, for the United Nations. 

Mr. Incram. That is, what they are doing under their regular 
budgets? 

Mr. Wiceteswortu. Yes. 

Mr. Incram. I will supply what I can for the record. The diffi- 
culty is that under their regular budget very little money goes into 
direct country aid. In the case of the Food and Agriculture Organi- 
zation only 10 percent of its regular budget is for activities comparable 
to specific economic assistance to specific countries. 

Mr. Wiccteswortn. Yes, but the Food and Agriculture Organiza- 
tion must know what it is expending in Europe and what it is expend- 
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ing in the Near East and Africa or what it is expending in the Far 
East and Asia or in Latin America. That is a pretty broad classifica- 
tion. 

Mr. Incram. We can get you the figures on that, but it won’t be 
strictly comparable. : 

Mr. Wiccteswortu. I am not asking for each country; I just want 
to get the general picture by area. : 

{r. INcram. I just want to point out it would not be for precisely 

the same type of activity. I will certainly supply that for the record. 

(The following statement was later given the committee :) 

Material has been requested from U. N. and the specialized agencies by cable 
and will be supplied to the committee immediately upon receipt. 

Mr. Wiceteswortrn. You have no more detailed breakdown of the 
projects with respect to which this $13 million is requested than that 
which is shown on page 83 of the justifications ? 


SUMMARY OF PROPOSED PROGRAMS 


Mr. Incram. The precise decisions as to where this money will go 
will be determined by the United Nations budgets when they act on 
the requests which come forward. I can give you this further detail 
however. The Joint Commissions on Economic Surveys are estimated 
to make up $1,035,000 of the $25 million total. 

Mr. WicGLeswortH. You mean the United Nations is going to set up 
some joint commissions on economic surveys in addition to the Joint 
Commissions on Economic Surveys that we have under the bilateral 
program ? 

Mr. Ineram. This is done for the protection of the organization. 
When a request is made of us, it wants to be certain that the assistance 
is really needed and will be utilized properly ; so, the economic surveys 
in most cases have to precede the actual granting of the aid. 

Mr. WiccLesworru. Could not one survey serve the purposes of 
both the multilateral program and the bilateral program ? 

Mr. Incram. I think, as Dr. Bennett can testify, the information 
received from the surveys is exchanged between the two. 

Dr. Bennerr. It is exchanged, and there are no commissions con- 
templated to be duplicated in the countries so far as I know. 

Mr. WiceaLeswortH. You mean, there are not two commissions or 
there are not to be two commissions in any country ? 

Rr. Bennerr. Not in Brazil, for example, or Paraguay or any coun- 
try where one commission is now working or is going to work, 

Mr. WiccieswortH. How about in the other parts of the world? 

Dr. Bennerr. There is no duplication on our part and, as far as I 
am informed, there never will be. 

Mr. Wiccieswortu. No country that you know of has a joint eco- 
nomic commission of both characters functioning ? 

Mr. Inerim. That is right. 

Dr. Bennett. Or if there has been one from the World Bank, we 
exchange information. 

Mr. Incram. We are told whenever the United Nations is con- 
templating setting up an economic survey and in terms of who can do 
it, the best. 
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Mr. Wiceieswortu. Give me rough breakdown. The first is 
$1,035,000. 

Mr. Incram. The next is “Agriculture, $6,525,000”; the next is “Ed- 
ucation, $2,205,000”; “Health, $4,950,000”; “Industry and _ labor, 
$3,503,000”; “Transportation and communication, $432,000”; “Min- 
eral resources, $157,500” ; “Water resources, $468,000” ; “Governmental 
administration and technical services, $3,218,300”; “Administrative 
costs, $2,500,000,” 

Mr. Wicetesworrn. Is the United Nations trying to educate our 
friends overseas how to balance their budgets and so forth in the 
same countries and at the same time we are trying to do that same thing 
under the bilateral programs? 

Mr. Incram. No, sir; it is not. The work which is done in that field 
is undertaken only if we are doing nothing in the same country in the 
same line, and vice versa. Our bilateral program cannot go in if the 
United Nations has a program operating. 

Mr. WiceLEeswortH. But what countries will in fact be aided multi- 
laterally you are not in a position to state at this time? 

Mr. Incram. Not under 1952, but I have a very comprehensive book 
here covering the present and contemplated programs for the balance 
of the first period, country by country. ; 

Mr. Wiccteswortu. Which ends in December 1951? ; 

Mr. Incram. Which ends in December 1951. I will be very happy 
to leave this with the committee. 

Mr. Wiccteswortu. I have no further questions, Mr. Chairman. 

Mr. Incram. Thank you very much, sir. 
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Mr. Gary. We will now take up the “Basic materials development” > 
program, which apparently was in title VI but has now been trans- [7 
ferred to title I. In this connection, we will insert the table appearing 
on page 82 of the justifications. 

(The matter referred to is as follows:) 
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[In thousands of dollars and dollar equivalents] 


Basic materials development projects—summary of obligations by country 


























| 
Dollar obligations 5 percent counterpart obligations 
Countries 
Actual Actual | Illustrative! Actual Actual | Ilustrativ 
fiscal year | fiscal year | fiseal year | fiscal year | fiscal year | fiscal year 
1950 1951 1952 | 1950 1981 | (1952 
Grand total.._........-. 17, 281 7, 064 72, 736 | 6, 856 } 24, 064 | 85, one 


Europe and overseas Sout | 
Ee SaaS 17, 281 52, 736 | 










STII Oa Ee Ii: b pppate do boa iets ge Se 

Belgium -_-__- 8 pier niga | A Le oakveea 110, 500 | 

ENN 6c asainih mia w mavios Th eager, Seem a 2 Bes Sc lln cetc 

France___.--_- Sail 5, 065 2, 622 736 | 1, 755 

Germany (Federal Re- | 
ESS ELE TE lob paae ccna s boeealsedons dod duce sbeis | 


United Kingdom. 
Yugoslavia - 











Asia and the Pacific ____. 


Afghanistan-Pakistan- | 
Ceylon | 











Burma-Thailand 3, 250 | 
| ARTS L 350 | 
SU ER WO. Madceulecas eae 3, 150 |. 
Indochina _______- sf LS eis hare)! 1, 000 ey 
| eee Leh. septa «a Nccqnvesungnt $9000 1456.~655+5- 
Feemppees oo aie ginshcnycinssnentab=t je) eee 








1 Includes estimated purchases of local currency with dollars as follows: Belgium $3,500,000; Portugal 


$2,055,000; United Kingdom $6,000 


GENERAL STATEMENT 


Mr. Gary. Do you want to give us a general statement on this 


program ? 


Mr. Srorr. This program, which, as you know, has been under way 


now since the start of ECA, got off to a rather slow 


many things we had to overcome in the way of making arrangements 
with the countries, getting ways and means of working, 
finally accelerated until now we have total expenditures on materials 
development in excess of $110 million as of this date and a considerable 
amount of purchases of strategic materials by the use of 5-percent 


counterpart. 
Mr. Gary. Can you give usa table showing both the 
and the counterpart purchases to date ? 


Mr. Srorr. We have made no dollar purchases whatsoever. 
purchases, of course, are a function of the General Services Agency, 
and ECA only makes purchases with the American portion of the 
counterpart which is put up by the countries in return for grant 


aid. 


Mr. Gary. This table on page 82 shows dollar obligations of 


72,736,000, and 5-percent counterpart obligations of 





start because of 


and has 


dollar purchases 


Dollar 


$85,060,000. 
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DOLLAR OBLIGATION ESTIMATES 


Mr. Srorr. These dollar obligations are entirely built up to cover 
the furnishing of the United States equipment necessary for overseas 
mining development projects. This build-up of estimated require- 
ments is based on contracts signed and those under consideration for 
the fiscal year 1952, of purely dollar requirements plus the inclusion 
therein of certain dollars needed to provide local currency where 5- 
percent counterpart is insufficient in such countries as Belgium, Por- 
tugal, and Great Britain. 

Mr. Gary. Frankly, I do not understand the program. I would 
like an explanation. You state here in the justifications: 

It is anticipated that $55 million will be required to cover the dollar needs 
for the further development of basic materials in fiscal year 1952. The estimate 
of $72,736,000 in the following table is illustrative and has been calculated on 
the basis of individual projects and purchases now under consideration in title 
I area and on estimated requirements, country by country, in title III atea. 
However, it is anticipated that the $55 million being requested will cover the 
actual dollar needs of the contemplated projects that can practically be negotiated 


and substantiated within fiscal year 1952. 

Does that mean we are going to spend $55 million or $72 million, 
or is it all going to be counterpart ? 

Mr. Srorr. In explanation of that, the $72 million is practically 
all for the dollar requirements. On every one of those projects that 
we finance overseas we stand ready to put up either dollars, counter- 
part, or both, to get the project going. The dollars have strings on 
them; that is, we can only obligate dollars for the purchase of dollar 
goods. This was the basis of the $72 million build-up. 

Last June we had projects under consideration including the Mar- 
shall plan countries with Yugoslavia and the Far East which built 
up to this estimated total of what we could possibly spend with the 
projects at that time under consideration. That is about the cost it 
would be to finance, you might say, on a straight-loan basis, repay- 


able in materials. That is an estimate of the forward projects at 
that time. 


Mr. Gary. What is the $55 million? 

Mr. Srorr. The $55 million was calculated on the basis of Euro- 
pean plus Yugoslav requests. Then there was an additional $20 mil- 
ion requested for southeast Asia in the area basis. We could not 
build up the $20 million with illustrative projects as the whole devel- 
opment program out there had to be gone into. Hence, it was an area 
basis estimated on what might be needed to promote the materials. 


DOLLAR LOANS REPAID IN STRATEGIC MATERIALS 


Mr. Gary. Let me see if this is correct. We want certain strategic 
materials from certain countries. In order to obtain those materials, 
certain capital outlays are necessary. We advance the money for 
these capital outlays; then they repay us in strategic materials. Is 
that correct ? 


Mr. Storr. Yes, sir. 

Mr. Gary. We advance the money on a loan basis? 

Mr. Storr. Yes, sir. ; 
Mr. Gary. And they repay the loan in strategic materials? 
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Mr. Storr. Repay the loan, plus interest. 

Mr. Gary. Then, in addition, for the amount that is put up they 
pay in counterpart ¢ 

Mr. Srorr. No, sir. That is not exactly the way it works. We have, 
as you know, that portion of the 5 percent 

Mr. Gary. Then, in addition to the materials received as repay- 
ment of loans, we use some of our counterpart funds for the purchase 
of other strategic materials? 

Mr. Storr. That is right. 

Mr. Gary. Now, where is the $55 million to come from ? 

Mr. Srorr. The $55 million would be the amount that was calcu- 
lated on the basis of projects we had on hand and to be examined, for 
the dollar requirements of those projects only. 

Mr. Gary. As I understand it, we are not called upon to appropri- 
ate that $55 million, but we authorize ECA to use out of title I funds 
not to exceed $55 million for that purpose ¢ 

Mr. Srorr. That is my understanding of the bill; yes, sir. 

Mr. Gary. Can you give us some idea as to the program and what 
we are getting ? 





REDUCTION IN AUTHORIZATION AMOUNT 


Mr. Murrpny. I might say the estimate of $55 million has been re- 
duced because of the reduction in economic aid under title I, and the 
amount now is $38 million instead of $55 million to be applied to 
this aid. 

Mr. Wice.eswortu. But it is all for advances to be repaid? 

Mr. Gary. Dollar advances to be repaid in stratgeic materials? 

Mr. Srorr. Yes, sir. 


SUMMARY OF PROGRAM 


Mr. Gary. Now, can you give us some idea of the program ? 

Mr. Srorr. The program for 1952, which is a continuation of the 
fiseal 1951 program, has as its first basis the list of materials in which 
we are deficient and for which we look to the Munitions Board and the 
JCS for advice and guidance. They are the people who have the in- 
formation as to which material is most urgently needed and in what 
amount. 

Mr. Gary. The Munitions Board and the Joint Chiefs of Staff 
determine what strategic materials are necessary ? 

Mr. Storr. Yes, sir. And we start our programs through our over- 
seas contacts, overseas engineers, overseas personnel, and through the 
missions, to find out all information possible as to the sources of these 
materials, the production, and the possibility—the possibility of in- 
creasing the production either by increasing the plant size, which 
is the quickest way if they have the material, so that they can produce 
faster, or, secondly, if the resource is there, it can be developed and 
get it into action; thirdly, to explore any approved areas for new 
sources of these materials which we need. That is the basis. 

We look to private enterprise either to come in to us of their own 
volition or we urge them to come in and talk over their getting out 
more material. If financial assistance is needed, which in most cases 
it is, by private enterprise operating in these foreign areas, we must 
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first determine whether they could obtain financial assistance else- 
where, from their own governments, from private sources, and so 
forth finally after considerable screening which is done overseas and 
here, and after collaborating with ODM and other agencies, we have 
a list of projects on different materials which could be produced, or 
the production of which could be increased, with ECA financing— 
that is, financing with either dollars or with 5-percent counterpart. 

For instance, a company may need dollars for a small amount of 
American machinery, on the other hand it may need a lot of foreign 
machinery—and we would rather get the machinery over there—and 
it may need payroll money. In these cases both dollars and 5-percent 
counterpart are used. So we may advance both moneys and both 
moneys are repayable in materials. 

We enter into contracts with these people—commercial contractors 
—wherein we agree to advance under certain conditions. We make 
a study of their financial background and always attempt to keep our 
financing on a solid basis so that we will not be financing something 
which may blow up the mipute the metal market goes down. In 
other words, we try to contract on a sound, technical and financial 
basis. 

The provisions of the contracts, in addition to causing material to 
be delivered to us in repayment, in many instances provides us an 
option—worked out with GSA through the Emergency Procurement 
Service—to purchase with dollars the material produced above that 
needed to repay. In some instances, the option provides purchase with 
counterpart, providing sufficient counterpart is available. 

Mr. Gary. This program does not include any atomic-energy 
materials? 

Mr. Srorr. No, sir. 

Mr. Gary. That is handled by the AEC; is that correct ? 

Mr. Srorr. That is right. 


EXPENDITURES UNDER PROGRAM 


Mr. Wice.ieswortu. You said to date about $100 million had been 
expended. 


Mr. Storr. Yes, sir—has been obligated. 

Mr. Wicc_eswortu. Does that include counterpart funds or not? 

Mr. Srorr. That includes both counterpart funds and dollars that 
have been obligated on development projects. In addition, we have 
spent in 5 percent counterpart on direct purchases a total of $80 
million for strategic materials. 

Mr. Gary. That is dollar equivalent ? 

Mr. Srorr. Dollar equivalent; yes, sir. 

Mr. Wiceteswortu. Direct purchases? 

Mr. Srorr. Direct purchases. As of August 31, we had obligated 


or spent in advances for development—these are projects—a total of 
$104 million. 


STAFF SIZE 


Mr. Wiccieswortu. How big a staff is engaged in this work? 
Mr. Srorr. A comparatively small staff. The entire Washington 
office, with stenographers, is 14. That is engineers and secretarial 
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help. The overseas staff in engineers is about eight, and their secre- 
tarial help. It is a very small set-up. 
Mr. Wiceiesworrn. I have no further questions. 


Sarurpay, Ocroper 6, 1951. 
ADMINISTRATIVE EXPENSES 


Mr. Gary. The committee will come to order. 

We will now take up the administrative expenses for the program, 
and in this connection we will place in the record the tables appearing 
on pages 80 and 81 of the justifications, as revised. 

(The tables referred to are as follows :) 
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Who will testify on this? 


ANALYSIS OF EFFECT OF ORGANIZATIONAL CHANGE PROPOSED IN PENDING 
LEGISLATION 


Mr. Cooniper. I think that I am scheduled to begin this presenta- 
tion. 

I am Charles A. Coolidge, Deputy Director of International Se- 
curity Affairs in the Department of State, and I do not appear as 
an expert on figures at all. I appear here to speak on the narrow 
issue of the problem that we are faced with due to the change in 
organization which the authorizing legislation proposes. 

The figures before us are estimated on the continuation of the 
present set-up. The present set-up is a development of what has 
coe done in the past, whereby State allocates the funds and does the 
coordinating of all the programs. That was the proposal for this 
coming year. 

Defense operates the military programs and ECA was to operate 
the general economic programs, with State operating the point 4 
programs. 

Now, the authorizing legislation makes a substantial change in 
that. A new Director of Mutual Security is appointed in the Exec- 
utive Office of the President, and will supervise and direct all 
programs. You see, that is rather more than merely coordinating. 
His duties will be supervising and directing all the programs. He 
will also be the head of a new economic agency supplanting the ECA 
shortly after the act is signed. 

The Defense Department will continue to operate the military 
programs, and State will continue to operate the point 4 programs 
under the Act for International Development. 

We were in a dilemma, of course, in presenting to you the figures 
that are now before you because the new Director has not been ap- 
pointed. Legislation is not even in effect. We have no actual ex- 
perience with the new set-up to go on, and even no detailed plans 
upon which to change the figures before you. In these circum- 
stances it has seemed to us the best we could do was to analyze the 
change, outline to you the plans as far as they have proceeded, and 
estimate the changes that those plans will entail in the figures be- 
fore you. 

EFFECT ON DOLLAR FIGURES 


From an administrative point of view, an analysis of the changes 
in the administration of the act indicates that they probably will not 
produce a substantial difference in the figures as far as the total ex- 
penses go, for the job to be done is the same. Whether the. bodies 
that do the job are under the new Director rather than in the State 
Department should make little or no difference in expenses. The 
chances are that any personnel in the State Department which the 
new Director does not wish to take over will be offset by persons he 
will add directly to his own staff to do the work that the personnel 
left behind have done. 

The economy enjoined on the new economic agency by section 504 
(d) of the authorizing act would appear to be likely to have more 
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effect on total administrative expenses than the change in the set-up. 


Naturally, I do not propose to speak to that since Mr. Bissell is 
here for the ECA. 


EFFECT ON ORGANIZATIONAL PLANNING 


Now, turning to what planning has happened to date, the President 
intends to submit the name of the new Director as soon as he signs 
the authorizing legislation. 

(Discussion off the record.) 

Pending confirmation by the Senate and swearing in of the new 
Director, the present set-up will continue. If he is confirmed 
promptly, this interim period we are talking about is only a matter of 
a week or 10 days. When he is sworn in, the authority will pass from 
the Secretary of State to the new Director. 

Already arrangements have been made, or are in the process of being 
made, for the new Director to take over key personnel from the Inter- 
national Security Affairs Division of the Department of State. A1- 
ready keymen have been selected to carry on the pressing work of 
reprograming the 1952 programs in view of the congressional cuts to 
date, which we hope will be all that we will have to take into account. 
Also, there is the pressing work of preparing the 1953 programs for 

sresentation to the Congress next January. Also, it will be necessary 
or the new Director to carry on the functions of accounting for funds 
and following the execution of the program. 

At the time of the transfer of the authority the State Department 
intends to set up a small group within State to act as a two-way conduit 
between the new Director and State, to insure a full and continuous 
exchange of views on the political aspects of the MSP. It is not ex- 
pected that the total personnel of that will exceed 12. 

During the next few months the organizations of the new Director 
will be filled out and firmed up, and any remaining personnel in the 
International Security Affairs who do not go over to his organization, 
or are not retained in this small group of 12 or so, will be liquidated 
and the new economic agency will come into existence. The act pro- 
vides that it should come into existence by Presidential order within 
60 days of the appointment of the Director. So that by the end of 
the calendar year the set-up should be in full operation. 

Now, to reflect that in the figures before you, it seems to us, is 
largely a matter of splitting off from the State Department adminis- 
trative expenses the amount which it is estimated will reflect for the 
remainder of the fiscal year the personnel of the new Director appli- 
cable to his duties as supervisor and director of all programs. His 
expenses as head of the new economic agency will remain in the ECA 
figures which will be provided to you by Mr. Bissell. 

Following me I understand that Mr. O’Hara will cover the military 
administrative expenses, and then Mr. Bissell the economic adminis- 
trative expenses, and then Mr. Ford the State Department expenses. 
Mr. Ford will present the estimate on the pulling out from what is 
now under the State Department figures the amount we estimate will 
be the share of those expenses for the rest of the fiscal year, attribut- 
able to the office of the new Director. 

That is all, Mr. Chairman, that I feel qualified to testify on as far 
as these expenses go. 


89249-—51—-pt. 3——_14 










ESTIMATED ADMINISTRATIVE REQUIREMENTS 


Mr. Gary. It is my understanding that the total estimated admin- 
istrative requirements for this program are $104,553,900, of which 
$27,878,900 will come from local currency and $76,675,000 from 
United States dollars ? 

Mr. Murreny. That is correct, and I would like to point out that 
that latter figure includes an estimate of $9,416,000 for contributions 
to international organizations, so in a strict sense of the word, that is 
not a United States Government administrative expense, and we 
expect to deal with that item separately. That is composed of an esti- 
mate of $9,000,000 contribution to the expenses of SHAPE interna- 
tional headquarters in Paris, and $416,000 to the expenses of the fi- 
nancing of international civilian bodies of the NATO organization. 

Mr. Gary. So that we are asked to authorize, and I take it this is 
not an appropriation—it is authority to use out of the total funds 
that are appropriated the sum of $76,675,000 for administrative 
expenses ¢ 


Mr. Murpny. Yes. 









































Murua. Derense AssISTANCE PROGRAM 





Mr. O’Hara. The administrative expenses of the Department of 

Defense, in carrying out the Mutual Defense Assistance Program, 
for the fiscal year 1952, are estimated to total $38,000,000, in dollar ex- 
penses. 

In addition to that amount, $6,994,000 is anticipated as being pro- 
vided from local currency contributions of countries receiving grant 
assistance which makes the total requirement $44,994,000. 

Mr. Gary. The figures that you have just given us appear in the 
table which has been filed under the title “Defense”; is that definition 
correct ? 

Mr. O’Hara. Yes; and in the columns headed “Military program 
estimates.” 

Of this total of $44,994,000, $27,180,000 is for expenses within the 
continental United States for maintaining the over-all supervision by 
the Office of Secretary of Defense, and the expense of the procure- 
ment, the management of supply operations, and the development of 
requisitions into actual shipments of materials. This does not include 
the labor cost and the depot operational costs as distinct from the 
administrative supervision costs which are involved in packing, han- 
dling, crating, and transportation of materials. 

The overseas expenses are primarily those of military assistance 
advisory groups which are located in each of the countries receiving 
grant aid under the program. They total for all areas under the pro- 
gram $17,813,500 in our estimates for the fiscal year 1952. 
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COMPARATIVE 





ADMINISTRATIVE EXPENSES 





Mr. Gary. Have you a comparative table showing the cost of admin- 
istrative expenses for 1950, 1951, and 1952? 

Mr. O'Hara. I have those figures here, sir, and I can provide them 
for the record, if you wish. 
Mr. Gary. Very well. 
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Mr. O'Hara. Shall I read the comparative figures ? 

Mr. Gary. Yes. : 
Mr. O’Hara. The requirements for fiscal year 1951 in actual obli- 
gations for the conduct of the program within the United States 
totaled $17,776,175. The estimated requirements for fiscal year 1952 
for this same area are $27,180,470. 

For the overseas expenses, the 1951 obligations amounted to $8,- 
524,906. The estimated requirements for 1952, on which we are 
budgeting here, are $10,819,530, 

Mr. Wiceresworrnu. I thought you gave a figure of $17,815,000. 

Mr. O’Hara. This is the dollar cost, sir, to which should be added 
in the overseas area the total amount of local currency expense, which 
in 1952—usable only in overseas areas—is expected to amount to 
$6,994,000. 

Mr. Wiceieswortu. That gives you roughly $15.4 million in 1951 
to compare with a figure of $17.8 million in 1952; is that right ? 

Mr. O'Hara. Sir, the local currency costs in 1951 are less than those 
anticipated for 1952. The actual total of local currency expense in 
1951 was $3,219,207 as compared with our estimate of $6,994,000 for 
fiscal year 1952. 

Mr. WiaciesworrH. So that the comparable figure to $17.8 million 
in 1952 would be around $11.7 million in 1951 ? 

Mr. O'Hara, It is a total of $11,744,113, sir. 

Of the total expenses within the continental United States, depart- 
mental—which is nearly all in Washington, D. C.—amounted to 
$3,192,184 for fiscal year 1951. The estimated requirement for fiscal 
year 1952 for this is $4,039,339. 

The expenses in the field, in the procurement centers, depots, and 
shipping facilities and ports, amounted to $14,583.991 for fiscal year 
1951, and are estimated to require $23,141,131 in fiscal year 1952. 





OVERSEAS EXPENSES 





Basically the organizations in overseas areas consist of three major 
types. 

The first is the regional organization, which is conducted in only 
one area at this time, through the joint American military advisory 
group in London. That is the organization which reviews and screens 
the programs which are developed within the area of NATO, and 
excludes from programs such material as may have been requested 
by the countries—with the advice of our military assistance advisory 
groups in their capitals—which is found not to be in consonance with 
regional planning of SHAPE Headquarters or of other NATO mili- 
tary headquarters, or with the planned production for countries over- 
seas, developed through other agencies of NATO, which can satisfy 
requirements within the resources of the western European area. 

The second major form of organization is located at the country 
level. That is the, military assistance advisory group—or the joint 
United States military advisory group in a few countries—which has 
a function of directly working with the military establishments in its 
country, determining requirements in terms of forces, training, ma- 
tériel; seeking additional budget support within the country for such 
projects as require development: assessing the level of the country’s 
ability to receive additional military equipment through military 
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grant aid, and inspecting and reporting on the utilization of mili- 
tary material already provided under these programs from the United 
States. 

The third type of oversea organization is that which is actually in- 
volved in the procurement or distribution of supplies. At the present 
time the only estimate we have for a projected activity of that ‘ind is 
in connection with the Air Force. The operation of aircraft requires 
a logistical control organization to assure the minimum requirement 
for spare parts through full utilization of all maintenance material 
through rebuilding and repair of used spares. Inventory control 
is another operation of control depots which are under the supervision 
of this control organization. 


RELATION OF ADMINISTRATIVE TO TOTAL EXPENSE 


Mr. Gary. I have a table, which was prepared from the material 
contained in your justifications, which we will insert in the record 
at this point. 


(The matter referred to follows:) 

















Military 
re Administrative| Direct-obliga- 
Year expense tion total Percent 
ae err eas } 
Eada bret. Es Ce ea oe ae Seiaeleiselindabinathdeted eaia ies $6. 413, 139 | $1,047, 870, 386 0. 61 
DiGi ih-cotkgas aieepkideasdh bbs beset <> e6db ddd haebedbsonadcug 29, 344, 569 4, 463, 520, 831 | 0. 65 
aps ehtig bbe sab dnt ab hatin bipeehne Mathew Kuaeniinaehte ialeaict 53, 000,000 | 6, 757,317,825 0. 78 





Mr. Gary. Mr. O'Hara, is this table correct in indicating that the 
total administrative expense for the military was $6,413,139 in 1950, 
with direct obligations totaling $1,047,870,386, or 0.61 percent. 

Mr. O'Hara. Yes, sir. 

Mr. Gary. In 1951 the administrative expense was $29,344,569, and 
the obligations were $4,463,520,831, or 0.65 percent. 

In 1952 the estimated expenses are $53 million and the obligations 
are $6,757.317,825. The percentage is 0.78. 

Mr. O'Hara. Yes, sir. 

Mr. Gary. You propose to practically double the expenses in 1952 
over 1951, and your percentage or total obligations goes up from 
0.65 to 0.78 percent. 

Mr. O'Hara. Sir, I would like to point out that included in the 
$53 million figure is $9,416,000 for the support of international organi- 
zations. Those contributions to international organizations from 
these funds have been authorized for the first time in the new legis- 
lation this year. No such contributions have been made up to this 
time. Those are the United States share of the total international 
cost of SHAPE, other military headquarters and civilian organiza- 
tions of NATO. 

Mr. Gary. If you eliminate that item, what would your percentage 
then be? 

Mr. O'Hara. I will work that out, sir. That is 0.64 percent, sir. 

Mr. Gary. Just slightly less than last year? 











on mm 





eS 
nt 


ol 
on 


al 
rd 











731 


WORKLOAD MEASURES 


Mr, O’Hara. Yes, sir. However, I would like to say this about 
them, Mr. Chairman: The development of the forces, their require- 
ments for training, the amount of material actually on hand and in 
use, are more reliable measures of the administrative expense outside 
the continental United States than the size of the program. The size 
of the program—the number of contracts that have to be entered into, 
the number of shipments to be made, the number of control points that 
have to perform operations, the number of line items involved in some 
instances—are varied elements used as measures of the workloads in 
connection with the program for expenses in the United States. 
Those operations do tend generally to follow the volume of total 
obligations in the program. 

The oversea expenditures, however, are more apt to relate to the 
extent of development of the program in the country in the form of 
deliveries and in the form of active forces being supported with United 
States equipment. 


PERMANENT POSITIONS 


Mr. Gary. I have another table here showing the average number 
of permanent positions for the Defense Department, which I would 
like to insert in the record at this point. 

(The matter referred to is as follows :) 


Defense Department— Average number of permanent positions 





j . | 
|Field, United| 





Fiscal year | Washington | “AP | Overseas Total 
| States ! | 
i | 
_ ASEEIB ES BR LPT ye CEL? SEU Dae ee A FER 169.8 | 9, 884.8 | 122, 4 | 10, 177.0 
EAL Sp Ee eee er es EA pe ae 691.7 26, 983. 1 381.8 28, 056. 6 
AE Cos tks Sabai: cechetadbihneansndaagnw paetics | 880.4 | 42, 689.0 1, 169.0 44, 738.4 
| | t 





! Includes project order personnel: 1950, 8,230; 1951, 19,936; 1952, 25,126. 


Mr. Gary. I will ask you to check those figures and see if they are 
correct. 

Mr. O’Hara. Yes, sir; they are correct. 

Mr. Gary. You propose 880.4 man-years in Washington for 1952; 
42,689 man-years in the field in the United States. 

Mr. O'Hara. Yes, sir. 

Mr. Gary. One thousand one hundred and sixty-nine overseas; that 
makes a total of 44,738.4 man-years for 1952 as contrasted with 
28,056.6 in 1951. 

Mr. O’Hara. Yes, sir; that is correct. 

A great deal of that personnel, as I have mentioned previously, 
are actually engaged in the mechanics of supply—packing, handling, 
crating, shipping and transportation; and of the total there were 
last year 19,936 who were involved in production of material. That 
is, the making of ammunition, of tanks, of repair of material being 
shipped under the program, and so forth. That number in 1952 
is expected to rise to 25,126. 

I might add that out of the total number of employees, 25,320, 
in 1951, within the United States field organizations, and 253 over- 
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seas were ungraded employees, largely laborers. 


In 1952, 39,611 in 
the United States and 740 overseas are expected in this ungraded 
blue-collar category. 


MISCELLANEOUS PERSONNEL EXPENSES 


Mr. Gary. I hand you another table which is an analysis of the 
miscellaneous personnel expenses. 

Mr. O’Hara. Yes, sir. 

Mr. Gary. I wish you would look at that and see if that is correct. 

Mr. O'Hara. Yes, sir. 

Mr. Gary. We will insert that in the record at this point. 

(The matter referred to is as follows :) 


Defense Department—miscellaneous personnel expenses of significance 
Bt ean ] 

Overtime | Overtime and| Night dif- diets 
and holiday | holiday pay, ferential, Pr omnes 
| pay, Wash- | field, United } field, United | * z ele 








| 
Washington | 


Clothing 
W AE em- 


allowances, 








ployment | ington | States | States overseas overseas 
1950... A ae $5, 965 $141, 435 | $19, 999 $942, 138 $32, 959 
1951...... $5, 000 | 75,977 | 1, 882, 282 230, S00 3, 206, 132 179, 747 
Ee 78, 000 87, 526 564, 890 3, 565, 908 177, 368 








2, 179, 833 





Mr. O'Hara. That has to do with the pay for overtime, holiday, and 
other special pay differentials. 

Mr. Gary. What is the explanation for the increase in overtime 
ray ? 

Mr. O'Hara. Sir, it is based upon actual experience in 1950 and 
1951. In 1952 it is an estimate based upon continuance at approxi- 
mately the present rate for a larger number of employees. 

I would like to add just one more thing, sir. 

In addition to the civilian pay and the normal-expenses there are 
in these estimates certain amounts that are required for allowances 
for military personnel whose compensation, their normal military pay 
and allowances, is paid from the military appropriations. 

Included here are the station allowances for those stationed over- 
seas and the special-clothing allowances in certain countries where 
enlisted men are required to wear civilian clothing. It is not custom- 
ary in some countries for military personnel who are assigned to head- 
quarters duty or duty in cities, as distinct from camps, to wear military 
clothing. When American enlisted military personnel are required 
to wear civilian clothes for their duties, they are provided with an 
allowance for that purpose, since their enlistment contract provides 
for them to be provided all clothing required by their duties. 


STATE DEPARTMENT FUNDS 


Mr. Gary. Why should the State Department ask for an appropria- 
tion of $514 million which, with the $4 million of local currency, will 
give them total funds of $914 million in connection with the military 
program ¢ 

Mr. O'Hara. Sir, I would like to say one thing about that. I think 
Mr. Murphy should probably give you more information. 


T7Q4 


ee eee 


Se ane te NEO whats 


itl St ek 





as 


~~ ~*~ Tm 


a’. 26 On 





733 


Basically the military missions we have in every grant-aid country 
are set up with and are a part of the Embassy physically and in their 
method of operation. They work through the Ambassador. They 
get their support—housekeeping, personal services, and even their 
chauffeurs in most cases for the motor transport, and the actual fur- 
nishing of the transport vehicles themselves—from the Embassy staff. 
All those functions are performed for them by the Embassy staffs. 

It is for such costs that those estimates are included as part of the 
military program. 

Mr. Murpeny. Mr. Ford in presenting the State Department justi- 
fications, Mr. Chairman, will go into that in additional detail. 

Mr. Gary. He will have to, because, we give the State Department 
a tremendous big appropriation and then on every item that comes 
up they have administrative expenses. There seems to be no end to 
the State Department expenditures. 


CIVILIAN PERSON NEL 


Mr. WiceLeswortH. Well, you broke your request down into three 
portions; the Department at home, the field at home, and the work 
overseas. You say you want 1,169 people for overseas for JAMAG 
and the various MAAG set-ups. 

Mr. O’Hara. That is civilian employees; yes, sir. 

Mr. WiceLeswortH. Thai is all civilian ? 

Mr. O'Hara. That is right, sir. 

Mr. WiceLeswortH. How does that figure compare with the figure 
in 1951? ; 

Mr. O'Hara. The figure in 1951 for civilian employees overseas on 
the same average basis was 381 man-years. The year-end strength 
of personnel was 720. 

Mr. WieciesworrH. So that gave you an average of around 500? 

Mr. O’Hara. No, sir. The average was 381. 

Mr. Wiceieswortu. The average was 381 4 

Mr. O’Hara. The year-end strength was 720. 

Mr. WieetesworrH. You want to go to 1,169? 

Mr. O’Hara. Yes. 

Mr. WiccieswortH. How many organizations does that represent ? 
There is one JAMG in London; and how many MAAG organizations 
are there? 

Mr. O'Hara. There are 16 MAAG organizations, sir. In addition 
to that there are three joint United States military advisory groups. 

Mr. Wigcieswortu. How many of those? 

Mr. O'Hara. Three; Greece, Turkey, and the Philippines. 

The biggest increase in the past year, however, has been in the third 
‘ategory, which was started late during fiscal year 1952, when an over- 
seas depot was established for the Air Force in France to handle the 
logistical support for repairable items and for basic supply to overseas 
air forces using United States equipment. 

Mr. WiccieswortH. Do you mean that the principal explanation 
for an increase from an average of 381 to 1,169 is that one item ? 

Mr. O’Hara. No, sir. I said that was the biggest single one. There 
are others. For example, there is also a new mission set up for the 
first time in Formosa, which uses very few civilians but a great number 
of military employees. 
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MILITARY PERSON NEL 


Mr. WiceteswortH. How many military personnel are there over 
all in these 20 set-ups ? 

Mr. O'Hara. The estimate for 1952 is for 3,217 military personnel. 

Mr. WicecieswortH. What was the personnel in 1951 ? 

Mr. O'Hara. The personnel in 1951 was 1,870. 

Mr. WiaGiesworrH. So you are going to have something like 4,400 
people all told for 20 establishments; is that right? 

Mr. O’Hara. That many for those 20 establishments plus 2 air 
depots overseas. 


SUMMARY OF MILITARY ASSISTANCE GROUP PERSONNEL 


Mr. Wiceteswortn. I wish you would put a table in the record 
which shows for the JAMAG and for each of the 16 MAAG’s and each 
of these 3 advisory groups the over-all personnel (a) civilian, and (6) 
military, for the 2 years, in parallel columns, so that we can take a 
look at it. 

Mr. O’Hara. Yes, sir. 

(The information is as follows: ) 


Overseas employment 
































1951 1952 
' 
| Civilian Civilian 
Military | ] Military | 
Appro- | Local cur- | Appro- |Local cur- 
piiation rency | priation | rency 
| 1 
a+ Se | -—+-——— 
Number of positions (total)_...........-- 1, 870.0 620.0 | 365.0 | 3,217.0 | 735.0 | 373.0 
Average number of positions_........---- 1,354.8 | 369.3 | 303.5 | 2,777.5 664.0 | 361.4 
Number of positions: } 
JAMAG (MAPAG)..._.-.---._-_- a a Oh. Peessek booe 9 «| Oe) Rees 2 ae 
Supervision of depots, procurement | | | 
NO as B 4 Ne 64 OC~S 6 | kede Si 829 - Le Seats eae 
Belgium-Luxemburg.-.---_- Biman’ 69 a eS Ee 80 eS ee ae 
SPREE PTT ET 57 | hah FERS 58 BA BE ee 
snl lente aoeeh Statens tp oer ate ese 106 Beg HOSS ba 152 1 ee aoe 
a ions Biovs. @ngueb- arabia 64 41 aes 73 Se Pee 
NII. 5.25 5 os bine bb o-ddadeadke 62 - 2 eS ee 68 By ea ee 
io. JRO ore 63 ee ae 4 | ae, ERE Ter 
hag PR BP PS ees | 38 BD Ae 49 | See, ERE: 
United Kingdom-.-.-...-_---- 48 ent RTEES: 68 | _ i We 
_ EDS ence a wee ae 297 ee ee 333CiS Baty Fee 
SU ED. w ikddldn ung deeb adedeniebe } 779 + ae PRED are S 816 386 | 
. a Ate ees 19 NEAT 20 | PE See 
General area of China. 1A! ORE OR Te TES ER LEER athe wate 330 Pes bia OES SEER MAS ST. 
Indonesia__-- _- ian : 10 PES a, RR a 6 pe eee ts 
ee EEO ane: ¥ | 70 Bb, PR Tae 85 ay Eee 
yi Sear aa ES ee il ecndatae |--->- parte 87 Bt aed 
Number of positions................| 1,870 | 985 | Li Stak icoebl 3, 217.0 1, 108.0 ai re 

















DEPARTMENTAL POSITIONS BY ORGANIZATION 


Mr. WiceieswortH. How does your 880.4 which you have in mind 
for Washington compare with fiscal 1951 ? 

Mr. O’Hara. Departmental expense in Washington, as to the num- 
ber of permanent positions, in 1951 was 813, with an average number 
of 691.7 man-years. 

Mr. Wiceteswortn. A 691 average? 
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Mr. O’Hara. That is right, sir. The estimated requirements for 
fiscal year 1952 are 934, with 880.4 man-years. 

Mr. WiceieswortH. Well, I would like to see a table of some kind 
of administrative breakdown. 

Mr. O’Hara. I can give you a table showing a breakdown by or- 
ganizational unit within each of the military departments and the 
Office, Secretary of Defense. 

Mr. WicGLeswortH. That is what I would like to see. 

Mr. O’Hara. I will give you that, sir. 

(The information is as follows :) 


Summary of estimated obligations by organization and location, United States— 
Departmental 


DEPARTMENT OF THE ARMY 















































Fiscal year 1951 Fiscal year 1952 
‘wre p 
| Num- Num- | 
| ber of Annual | Total obli-| berof | Annual | Total obli- 
| posi- | salary gations | posi- | salary gations 
| tions | | tions j 
EVE Rees eee PS SRE SMES L, A SUS ae m4 
Secretary ofthe Army................| 15! $37,950| $165,040| 18] $48,921 | $149, 690 
Chief of Staff 3 Se a | 118 482,173 450, 544 | 159 | 650, 184 | 668, 280 
Adjutant General... .................-} 3 il, ig 13, 000 |____- S34 | 10, 000° 
ene General_.____.__... -} 46 184, 223 | 177, 993 | 46 | 183, 807 | 178, 200 
hief of Transportation ____- rasan 37 134, 135 | 110, 795 60 218, 467 | 222, 000 
Chief Signal Officer 25 | 92, 170 | 86, 829 25 93, 865 | 99, 301 
Chief of Engineers -.................-..} a4 371, 157 | 353, 868 94 380, 617 363, 200 
Chief of Ordnance ‘ 3 240 972, 960 | 954, 350 252 1, 038, 744 1, 017, 877 
Chief Chemical Officer. ; | a i : ¥ 2 8, 425 | 8, 425 
Chief of Finance _.- -- AaeRE! 1 4, 600 | 4, 600 1 4, 600 4,618 
_ a 579 2, 290,768 | 2,317,019 657 2, 627, 630 2, 721, 591 
DEPARTMENT OF THE NAVY 
| | | | | 
Office of Chief of Nava! Operations 26 | $89, 625 $83, 332 30 | $97, 905 $91, 883 
Executive Office of the Secretary......|........}.......-.--.}----2.22-...| 3 | 12, 285 12, 465 
Office of Budget and Reports. ......__| 3 | 13, 100 12, 767 | 3} 13, 100 | 13, 940 
Office of Naval Material_________ 2 | 6, 700 6, 700 3 | 12, 290 | 12, 290 
Bureau of Aeronautics _-- bidon BESS ES | RETO ae one boon Fig dwatiae 250 
Bureau of Ordnance g ae 31 128, 350 82, 044 | 31 129, 490 | 113, 499 
Bureau of Naval Personnel 4 15, 200 11, 688 4 15, 280 | 13, 585 
Bureau of Ships he 10 44,850 | 25, 558 | 33 | 102, 860 | 90, 508 
Bureau of Supplies and Accounts 35 132, 850 | 122, 489 | 35 134, 630 116, 080 
Total departmental...........-- 111 | 430,675 | = 344, 578 | 142 | 517,840 | 464, 500 
DEPARTMENT OF AIR FORCE MDAP—HEADQUARTERS 
fen . 
Deputy Chief of Staff, Matériel. _..___} 43 | $209,355 | $138, 422 | 43 $210,975 | $235, 201 
Deputy Chief of Staff, Operations. ___} 11 | 45, 270 53, 920 12 49, 045 | 70, 004 
Deputy Chief of Staff, Comptroller _-_! 17 79, 700 | 54,045 | 21 100, 315 102, 043 
Total departmental... .......~-- 71 334, 325 246, 387 | 76 360, 335 407, 248 


| 
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OFFICE OF THE SECRETARY OF DEFENSE 


The estimates for the Office of the Secretary of Defense are based upon a 
pinesg 8 increase of three military and seven civilian positions in the fiscal 
“ar 1952, distributed by office or activity, as follows: 



































Fiseal year 1951 Fiscal year 1952 














| Military | Civilian | Military | Civilian 














Office of Assistant to the Secretary (International Security Af- | | | 

fairs) - t: 2 | 

Office of Military Assistance: 
Office of Director 















2 2 2 2 

Executive Officer ; l y 1 9 

Supply Policy Division ___- EF ; me is] 2 11 2) It 

Additional Production Division. en : ; 3 2 3 2 

P lans and Programs Division 6 5 9 7 

Coordination and Liaison Division : 3 2 3 2 

Office of Assistant Secretary (Legal and Legislative Affairs) __ Hither ates 2 ticuac 2 
Office of Assistant Secretary (Comptroller): | 

Budget Division. ___. aE Ea AN ee eee 3 ; | H 

Progress Reports and Statisties____- ‘ ; 1; x 7 

Director of Administration 6 | s 

ge ee eee Ps 3 








| ee 


or 4 17 52 20 59 








The increase in personnel during fiscal year 1951 is required to supply known 
deficiencies under the present organizational plan. In addition to the increases 
shown above, it is proposed to employ the equivalent of six full-time employees 
on a WAE basis as consultants or experts. The salaries of the additional full- 
time employees at a total annual rate of $39,525, lapsed to the anticipated delay 

in employment, accounts for $25,860 of the $144,800 increase in personal services. 
An additional $77,138 is reflected in detail on the statement. The $41,802 balance 
of the increase relates to the full-time employment during 1952 of personnel 
working only a part of 1951. A lapse of approximately 3 percent per month was 

applied to cover turn-overs in permanent positions. 
The over-all increase of $20,000 in travel expenses provides an additional $5,000 
for regular staff travel and $15,000 for the estimated requirements of the WAE 
employees. Increases in Other objects are based on current rates. 



































FIELD EMPLOYEES, UNITED STATES 


You said it was 42,689 






Mr. WiccLeswortH. What was the field? 
for 1952. What have we had in 1951 ? 






































Mr. O'Hara. The number of employees that we had in the ungraded 
class in 1951 was 25,320 in the field in'the United States. The number 
anticipated as ungraded employees for fiscal year 1952 is 39,611. 

Mr. Wiceieswortn. I thought you gave us 42,689. 

Mr. O'Hara. That includes the or’ aded personnel as well, the blue- 
collar and white-collar total. And that is a man-year total, Mr. Wig- 
lesworth. The total number of positions including graded and un- 
graded was 29,147 for fiscal year 1951 and 46,269 requested for fiscal 
year 1952. 

Mr. Wiecreswortn. That is a 50-percent increase. 

Mr. O'Hara. That is right, sir. Of that increase 6,000 is in produc- 
tion activities, the manufacture of material or the repair of material 
being provided under the program. The remainder of the ungraded 
employment is practically all in depot operations in the packing, han- 
dling, shipping, and crating of material. 

Mr. Wiceiesworrn. Can you put in a similar table showing it by 
departments for fiscal years 1950 and 1951? 

Mr. O'Hara. Yes, sir. 

(The matter referred to follows :) 
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Distribution of average number of field employees, United States, by purpose and 
agency, fiscal years 1950, 1951, and 1952 





Administrative expense: 
Army A 
Navy..-..- 

Air Force 


Subtotal... ._---- 


Packing, handling, and ees costs: 
Army 
Wavy........ 
Air Force... 


Subtotal. __. 


Manufacturing and ee costs: 
Army ae 
Navy 
Air Force. 

Subtotal_. 


Net permanent, field, United States (average number) _--- 


1, 051. 1 


wasekebomhninngnsdsire 8, 230. 0 


9, 884.8 


2, 880.0 | 
355.0 
589. 6 


“3. 824. ¢ 6 


7, 122.0 | 
1, 108.0 


5, 126. 


26, 983. 1 | 42, 689. 





Distribution of administrative positions, field, United States, by agency and location, 


fiscal years 1951 and 1952 








Distribution by agency: 
Army. 
Navy... 
Air Force 


| RES ee 





Summary of estimated obligations by organization, 


DEPARTMENT OF THE 





Fiscal year 1951 


| Num- | 
ber of | 
posi- | 
tions 


Annual 


salary gations 





$217, 280 
335, 968 | 
1, 132, 404 | 1, 
1, 043, 584 | 

, S21, 285 | 

», 405, 968 | 5, 


$226, 400 
321, 317 
031, 875 
835, 032 
646, 395 
849, 550 


Army Audit Division 
Quartermaster General 
Chief of Transportation 
Chief Signal Officer 
Chief of Engineers. 
Chief of Ordnance. - - 
Chief of Finance. 

8, 756, 489 | 8,910, 


oat 2, 269° 569 





AUDIT DIVISION 


$72, 421 
5, 150 


ARMY 





Chicago Regional. Office, Chicago, iil. 

New York Regional Office, New 
York, N. Y 

San Franc isco Region: il Office, 
Francisco, Calif ; 


$75, 600 


89, 060 
San 
| 3, 709 61, 740 


Total 2%, 400 


ARMY 


Total obli- 


United States—field 


Fiscal year 1952 


Num- | 
ber of 
posi- 
tions 


Total obli- 
gations 


Annual 

salary 
30 
113 | 
453 

324 | 
170 

1, 466 | 


$217, 
344, 

1, 628, 
1, 060, 
698, 
6, 240, 
20, 


280 
100 
123 
843 | 
650 | 
524 | 
125 
645 | 


10, 209, , 807, 858 


$75, 900 
89, 360 
61, 930 


7 190 
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Summary of estimated obligations by organization, United States—field—Continued 
QUARTERMASTER GENERAL 










































































| Fiscal year 1951 Fiseal ye ir 1952 
| digas l 
| Num- | Num- | 
| berof | Annual | Total obli-| ber of | Annual | Total obli- 
posi- | salary [| gations posi- salary gations 
| tions | tions 
| | 
Pe a RE ee ———|—-——-|-_—_—___ | 
Atlanta General Depot, Atlanta, Ga 15 | $42. 270 | $39, 844 15 | $43, 111 | $40, 839 
Belle ee ad General Depot, Somer- | 
| SR te ee | 18 54, 234 | 51, 697 18 | 55, 386 | 53, 040 
beretben Ghaniial Depot, Columbus, | } | 
Ohio | 13 | 37, 77: 35, 208 13 | 38, 662 36, 204 
Memphis. General ‘Depot, Memphis, | 
Tenn..___. setadaitiehDtintasenign® 14 39, 046 36, 621 14 | 40, 012 7,713 
New Cumberland General Depot, | 
New Cumberland, Pa_........---. | 3 | 8,859 | 8, 943 3 9, 069 9, 198 
Schenectady General Depot, Sche- | | | 
nectady, N. Y____--- 27 79, 725 | 77, 500 27 | 81,945 | 80, 028 
Sharpe General Depot, Stockton, | } | | 
Calif... RMSE € cele ae S 26, 536 | 26, 760 8 | 27,120 | 27, 464 
Utah General Depot, Ogden, Utah. | 15 | 47, 520 | 44, 744 15 | 48,795 | 46, 144 
een eebaok RS St 113 | 344,100 | 330, 630 
CHIEF OF TRANSPORTATION 
ex 5 hep a ee Cee es et eS ts 7 j | j ] 
New York Port of Embarkation, | | 
New York, bg 315 | $1,096, 247 | $1,000, 125 442 $1, 581, 443 $1, 623, 260 
San Rseee | Port of Embark: ation, } 
San Francisco, Calif 10 | 36, 157 31, 750 | 11 | 46, 680 46, 830 
tel. 325 | “1, 132, 404 | 1,031,875 | 453 1,628,123 | 1, 670, 090 
CHIEF SIGNAL OFFICER 
or ee as ee : 
Signal Corps Stock Control Agency, | | 
Philadelphia, Pa 221 $663, 000 | $548, 800 | 221 74, 050 774, 544 
Signal Corps Procurement Agency, | | | 
Philadelphia, Pa 50 | 173,250 | 146,270 | 50| 175,750 | 204, 649 
Signal Corps Engineering Labora- | | | } 
tories, Fort Monmouth, N. J 32 137, 152 | 106, 913 | 32 | 139, 200 159, 915 
Army Command and Administrative | 
Communications Agency, Wash- | | 
ONE, BRN pct sot aksucsinn 15 51,750 | 22, 852 | 15 | 53, 250 | 52, 344 
Signal Corps Photographie Center, | 
Long Island City, Long Island, | 
Ba ibe gab a chiteanbwsdndbvinbuawes 6 | 18, 432 | 10,197 | 6 | 18, 593 | 18, 904 
DR a, chunk awiandsboabtbe ceed 324 | 1,043, 584 | 835, 032 324 1, 060, 843 } 1, 210, 356 
| | | | 
CHIEF OF ENGINEERS 
| | ] | 
Chicago Procurement Office, Chicago, | | 
il -| 120} $426,760} $450, 438 120 | $479,955 $502, 100 
Engineer Supply Control Office, | | | 
SENN SINE BER cn cminainanninese . 50 | 194, 525 | 195, 957 50 218, 695 218, 280 
A ice 170 | 621,285 | 646, 395 | 170 | 698,650 | 720,380 
i | 
CHIEF OF ORDNANCE 
| 
District offices __ | 668 | $2,790, 236 | $2, 825, 690 719 | $3,071,155 | $3, 167, 756 
Detroit Arsenal, Detroit, Mich. | 468 | 2,012,400 | 2,424, 860 575 | 2, 535, 895 2, 836, 702 
Frankford Arsenal, Philadelphia, Pa__| 37 131, 572 | 125, 050 37 139, 130 131, 995 
Rock Island Arsenal, Rock Island, fl 45 160, 110 | 161, 225 45 165, 863 167, 725 
Raritan Arsenal, Metuchen, N. J -| 23 74, 750 | 72, 400 23 77, 023 75, 976 
Rossford Ordnance Depot, Toledo, 
Ohio. | 2% 89,575 | 90,325 25 94, 322 94, 457 
Ordnance Ammunition Center, Joliet, | | 
Ill. or 64, 000 60, 000 16 66, 608 65, 679 
Picatinny Arsenal, Dover, N. J. 25 83, 325 | 80, 000 26 90, 528 89, 247 
1,307. i 405,968 | 5,849, 550 1, 466 6, 240, 524 6, 629, 587 


























ued 


obli- 
ns 


0, 839 
3, 040 
f, 204 


MM 
~1 
~_ 

> 


D, 198 
D, 028 


7, 464 
5, 144 


0, 630 


3, 260 
5, 830 
D, O90 


4, 544 
4, 649 


9, 915 
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Summary of estimated obligations by organization, United States—field—Continued 


CHIEF OF FINANCE 























| Fiscal year 1951 Fiscal year 1952 
} 
| — 
| Num.- | | Num- | 
| berof | Annual | Total obli-; berof | Annual | Total obli- 
| posi- | salary | gations posi- | salary gations 
| tions tions | 
| | | | } 
U.S. Army Regional Accounts Office, | | | } 
Fort McPherson, Ga............... eo man ecw ent es Liidbddi xan 1 | $2, 875 | $2, 810 
U.S. Army Regional Accounts Office, | | 
AE MUCUS ES 8 CUD De eae ae Dette ; 1 2, 875 2, 810 
U.S. Army Regional Accounts Office, | | } | | 
Chicago, Ill........... NARA SASS EP, CRE SRR, + ee en 1 | 2, 875 2,810 
U.S. Army Regional Accounts Office, | | j | 
i Ae RI ea a ESE CE nae eS SRY on Beto 1} 2, 875 | 2, 810 
U.S. Army Regional Accounts Office, | | } | 
OS aaa, Be AE eee ee a 1 | 2, 875 2, 810 
U.8. Army Regional Accounts Office, | | | | 
Gakiand, Opil.:.-..--..-..---.-.- nein Sars Nes Ba RSE 1 | 2, 875 | 2, 810 
U.S. Army Regional Accounts Office, | | | | 
pe ee a eee Baer opeae (enon Gere © Oe Ei Stren eee 1 | 2, 875 | 2,815 
WR ek Sek eet EMERGES Were ae Ged Seba g test 7 | 20, 125 19, 675 
| : 





DEPARTMENT OF THE NAVY 





| | | 


} | 


Navy Supply Depot, Bayonne, N. J.. 147 $500, 350 $518, 601 494 $1, 729, 000 $1, 674, 900 


SUPPLY DEPOTS 





Naval Supply Center, Oakland, Calif. 46 | 156, 400 154, 540 136 476, 000 | 454, 600 
} | | 
| NIE: Ra ae pies 193 } 656, 750 673, 141 630 2,205,000 | 2,129, 500 




















SUPPLY DEMAND CONTROL POINTS | 


| 
Electronics Supply Office, Great 
































_ 4 3S alia ee 3 | 10, 200 6, 800 4 | 14, 000 12, 600 
Ships Parts Control Center, Mechan- | } | 
RT TR. de knnscenssca<qsamcine 61 207, 400 170, 000 82 | 287,000 | 265, 600 
Aviation Supply Office, Philadelphia, | 
Datcbbbe no barasadaccen mage aie at 18 | 61, 200 51, 000 4 | 14, 000 | 12, 600 
oak mies ntbrideores | 82] 278,800 227, 800 90 | 315,000} 290, 800 
_=—_—_ i = j EE — 
PURCHASING OFFICES | 
New York City, N. ¥_..--------.--| ee ilseordas 14! 49,000} 44,100 
, EO: ee See ree |--enneenn--o[o--s. 025-2 8 | 28, 000 | 25, 200 
San Francisco, Calif. ................. RE esos Be hae abba 8 | 28, 000 | 25, 200 
REO. TRESS. 155 phe Py + Rew isat | 105,000 | 94, 500 
Total field......................| 275 | 935,550 | 900,941 | 750 | 2,625,000 | 2, 514, 800 
DEPARTMENT OF THE AIR FORCE—MDAP 
AIR MATERIEL COMMAND 
| | | | 
Wright-Patterson Air Force Base.....| 1, 204 | $4, 500, 530 | $4,607,200 | 1,848 | $6,920,440 | $6, 326, 691 
East coast depots. ...................-| 100 | = 318, 700 | 103,800 | 1,140 | 3,603, 780 2, 480, 700 
West coast depots___- iow ERR Cees | 407 1, 2,8, 610 919, 462 
ieee lease 2 eta: SEE eas emesis rs 
BAL SS eens . 1,304 | 4,819,230 | 4,711,000 | 3,395 | 11,842 830 9, 726, 853 





AIR TRAINING COMMAND 





Scott Air Force Base..............--- | 20| $63,550 | $61, 481 | 925 | 
| 1,324 | 4,882,780 | 4,772,481 | 
| | | | 





Total, field, United States 





Mr. Wiceiesworru. I think that is all at this time. Mr. Chairman. 
Mr. Gary. All right, sir. Next is the economic program. 
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OBLIGATIONS 


Mr. Wiccteswortu. While you are here, Mr. O’Hara—this is prob- 
ably in the record, but I want to be sure it is—how much of the 
over-all total in this bill does the Department of Defense contemplate 
obligating in fiscal year 1952, and secondly, spending in 1952? 

Mr. O'Hara. Sir, the amount of obligations estimated for fiscal 
year 1952 is $6,750,000,000, roughly. The amount of expenditures 
anticipated during this year are $3,950,000,000. 

Mr. Wiecieswortn. Thank you. 

Mr. O'Hara. That is over all, including material, training, packing, 
handling, shipping, and administrative expense, sir. 


Economic AssistANce ProGRAM 


Mr. Gary. Mr. Bissell, are you going to give us an explanation of 
the estimates for the economic program?’ Apparently the request is 
for $23,675,000, which, added to the local currency of $16,936,600, will 
give you a total available for administrative expense of $40,611,600. 

Mr. Bisseti. That is correct, Mr. Chairman. 

I will limit my discussion, sir, to the part of that total which is 
listed in the table to which you have referred under the heading of 
the ECA. 

You will notice there that the total expense is $17,675,000, in 
addition to which there is $16,936,600 in local currency, giving a 
total of $34,611,600. 


RELATION OF ADMINISTRATIVE TO TOTAL COSTS 


Mr. Gary. With reference to the total to which IT referred just a 
few moments ago, which includes both the ECA and the State, I 
have a small table here. 

Mr. Bissevi. Yes. 

Mr. Gary. I would like to have you verify those figures if you will. 

Mr. Bisseii. Yes; those figures are correct, Mr. Chairman. 

Mr. Gary. You are asking for an increase in administrative expense 
for 1952 over 1951, whereas the direct obligational total has been 
drastically cut. 

Mr. Bisseui. That is correct. , 

Mr. Gary. So that the percentage of administrative expenses to the 
total obligation increases from 0.83 to 1.63 percent ? 

Mr. Brsseiy. I believe that is correct. 

Mr. Gary. We will insert the table in the record. 

(The matter referred to follows:) 


Economic 





Administra- | Direct obliga- 
tiveexpense | tion, total 


| 


Percent 





$18, 197, 505 | $4, 147, 788, 200 | 0. 43 
22, 860. 768 2, 749, 776, 534 83 
23, 675, 000 } 1, 447, 260, 122 } 1. 63 





Mr. Gary. When the obligations are going down, why is it necessary 
for the expenses to go up? 

Mr. Bisseiu. May I say, first, in answer to the question, as I men- 
tioned a moment ago, I can discuss that part of the component of the 
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figures that is pray placed in the record, which covers the adminis- 
trative costs of the ECA, and for the ECA expenses there is a reduc- 
tion proposed for 1952 as compared with the preceding year. 

I believe that the answer to your question as to why there is an 
increase in the total is there may be some increase in the allowances 
in administrative costs of the performance of the coordinating func- 
tions, which, as Mr. Coolidge has testified, has been performed by 
the State Department in this past year. But, I think the main in- 
crease is in the administration of what has been called elsewhere in 
this budget bilateral technical assistance to be shown for the Tech- 
nical Cooperation Administration. 

And I am talking here on a surmise, and Mr. Murphy will correct 
me if I am wrong, but I think you would find the total technical 
assistance to be furnished by the TCA—the Technical Cooperation 
Administration—goes up sharply from fiscal year 1951 to fiscal year 
1952; and their administrative costs probably rise with the total 
amount of aid to be furnished. 

However, to put together the ECA program with the TCA pro- 
gram, there is a further point, that while our technical assistance, and 
while aid to the south and southeastern Asia countries is rising from 
year to year, economic assistance to Europe is declining. 

There is, therefore, a large net decline in the figures to be obligated. 
Nevertheless that form of economic assistance, which has a much 
higher ratio of administrative costs to program costs, is a larger part 
of the total. 

I think that is the basic explanation of it, Mr. Chairman. 

I can illustrate the point within the ECA in some reasonable details, 
but I believe that a witness more familiar with the Technical Co- 
operation Administration would have to answer questions as to its 
part of the cost. 

Mr. Chairman, may I, in discussing these figures, make use of the 
tables in this document which I am told is available to the members 
of the committee, entitled “Mutual Security Program, Administra- 
tive Expenses—Military and Economic,” and I would like to refer 
you, if I may, to page 20 of that document, the table entitled “Obliga- 
tions and Estimated Requirements for Administrative Expenses, 
United States and Overseas, Economic Cooperation Administration.” 

You will note that in this table and in the others here, these figures 
are given on a comparative basis for fiscal 1950 and 1951, and also 
for the estimate for fiscal 1952. 

On page 2 of the table, page 21 of the volume, in the last line, you 
will see that under 1952 there appears the total of $17,675.000, which 
is the ECA component of the figures of $23,675,000 to which you re- 
ferred, Mr. Chairman, a few moments ago. 

You will also see, glancing at the figures for fiscal 1951. that there 
will be a small reduction in dollar administrative costs from $17.906,- 
965 to 317,675,000, 

I would like, if I may, to outline the main circumstances to explain 
the changes in these figures, going back to page 1 of this table. 

First of all, as 1 mentioned in answer to your question of 2 moment 
ago, within the operation of-—— 

Mr. Gary. We will insert at this point in the record the tables ap- 
pearing on pages 20 and 21 of the document just referred to by Mr. 
Bissell. 

(The matter referred to follows:) 
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CHANGE IN PROGRAM OPERATIONS 


Mr. Bissett. Mr. Chairman, if I may comment briefly on the fig- 
ures and explain to you as best I can how they were arrived at: First, 
the principal change i in the structure of the administrative costs from 
the fiscal year just ended, to the current year, were arrived at out 
of the fact that the administrative costs in the far eastern program 
would be considerably larger in the current year than in the year 
just ended, and that largely offsets the decline in the administrative 
costs of the European program. 

I do not have the total dollar cost figures broken down in that 
manner, but I would like to refer to the figures for the number of 
employees estimated to be required for these two programs, 

I will give this in terms of total number of permanent positions 
which appear in line 1 of the table which you have just inserted in 
the record. 

You will note that for the fiscal year 1951 the total, 2,823, before 
allowance for lapses, and in fiscal 1952 that is estimated to be 2,654. 
Although there was a net decline in the total, 1 would like to give 
you a breakdown of those in the year just ended; 529 of the perma- 
nent positions were chargeable to the far eastern program. 

In fiscal year 1952 that program will require 657 permanent posi- 
tions, an increase of 150, 

I might add that that sizable increase occurs in spite of the fact 
that figures for the fiscal year 1951 included fifty-odd positions for 
the Korean program, which is no longer administered by any United 
States agency, so that exclusive of Korea there is an increase of per- 
manent positions for the far eastern program of approximately 180, 

Under the European program, which makes up the balance, this 
would have Pawns to it some 2,294 positions, in fiscal 1951, and that 
will come down to 1,997 positions in the estimate for the current fiscal 
year. 

Mr. WiceiesworrH. You are speaking in terms of American per- 
sonnel ¢ 

Mr. Bissevi. This is entirely American personnel, and you under- 
stand this is in terms of permanent positions, not in terms of aver- 
age employment, and I have given you those figures really to illustrate 
the size of the change that is taking a considerable shrinkage in the 
European program ‘and quite a substantial increase in the far east- 
ern program. 

That change in our operations is one of the main considerations 
that has shaped this estimate of expenditures that is before you. 

I would like to say one or two more words about the increase in 
administrative costs of the far eastern program: 

We expect, in the course of the current year, to have an ECA 
mission at Pakistan, India, and Iran. They will be in addition to 
the presently established missions, and they will take in the order of 
60 to 70 additional United States positions. That is one of the 
largest elements in the increase in the number of positions chargeable 
to the far eastern program, At the same time several of the other 
missions in southeast Asia are still not fully staffed, and will have to 
show some expansion. 


89249—51—pt. 3-15 
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AVERAGE EMPLOYMENT BY LOCATION 


~ Mr, Gary. I have here a table which shows a comparison from the 
green sheets, which does not seem to square with the figures you have 
Just given us. 

Mr. Bissevi. I would estimate that those figures are after appli- 
cation of lapses. 

Mr. Gary. And possibly terminal leave. 

Mr. Bissevi. Possibly terminal leave. 

Mr. Gary. Will you correct the table and see that it is placed in the 
record at this point ? 

Mr. Bissett. Yes. You understand, Mr. Chairman, in the figures I 
have just quoted, we have divided the positions in the Washington 
office, the headquarters office, between the two programs, to give you 
an indication—— 

Mr. Gary. Yes; we want to show the Washington office separate, and 
that is the reason why I want this table, to show the employees in the 
Washington office and in the field. 

Mr. Bissetx. Yes, we will show that. 

(The table referred to follows :) 


Economic Cooperation Administration— Average employment of permanent positions 


[Does not include alien employees] 





Washi Daney A d 
: ; ashing- | country sia an 
Fiscal year ton missions Pacific 
and OSR 





901 70 
983 120 
1,050 224 











2, 073 
2, 306 
2, 186 








EFFECT OF PENDING LEGISLATION 


Mr. Bissett. Mr. Chairman, I would like to mention a second con- 
sideration that has shaped the estimates before you, the difference in 
terms of the authorizing legislation as passed by the Senate, and the 
same terms, of course, apply to the action taken by the House. 

Section 504 (d) of the Mutual Security Act of 1951 provides that 
after January next the number of people employed in the Mutual 
Security Agency must be at least 10 percent less than the number 
employed by the Economic Cooperation Administration on August 31, 
1951. 

There is, however, an ambiguity in the language of the act, and 
this is not cleared up by the language of the conferees’ report; it is not 
clear from these documents. 

It is not clear from either of these documents whether the limita- 
tion set in the authorizing legislation is intended to apply to the 
new Mutual Security Agency, which is established under section 502, 
or whether the limitation is also supposed to cover the staff needed 
to perform the tasks of coordination, which are the responsibility of 
the Director for Mutual Security conferred on him by section 501 of 
the law. 

We have assumed in the preparation of these estimates for expendi- 
tures that the limitation would apply only to the employees of the new 









the 
ave 


»li- 


the 


s I 
fon 
you 


nd 
the 









745 


operating agency, which will succeed the Economic Cooperation Ad- 
ministration, and that the employees of the Director for Mutual 
Security, who will be grouped by him in his coordinating staff, will be 
housed separately an will cectorm different functions, will be addi- 
tional to the number provided for in these estimates, and will not 
come within the statutory ceiling. 

Mr. Chairman, I wanted to aavios the committee; we are clear, and 
the committee should be clear that it is our understanding that in the 
meeting of the conferees the view was expressed that the 90 percent 
ceiling should cover all the personnel, both the personnel of the agency 
and of the coordinating staff responsible to the Director. Therefore, 
the assumption upon which we have here proceeded is certainly con- 
trary to the views expressed in the conference. 

I think it important that the members of this committee should be 
clearly aware of that, and I would like for the members to realize that 
we are aware of it, and we have proceeded as we have because of the 
conviction that this personnel ceiling will, under present circum- 
stances, be a restriction not intended. 

I wish to explain for just a moment that the functions of the new 
Mutual Security Agency cannot be efficiently performed if in fact 
the limitation in the authorizing legislation is interpreted in the nar- 
rower sense rather than in the manner to which I have referred, and 
as we have interpreted it. 

I would like to just complete these preliminary remarks of mine by 
explaining why it is that the estimates before you which are within 
the limitation, but in the more liberal interpretation of its meaning, 
why we believe that these numbers of employees-are essential. 

had in part answered that question in explaining to you that the 
far eastern program, administered under title ITI of the legislation by 
the ECA, and the other administered by the Mutua! Security Agency 
is an expanding program, and as I mentioned earlier, it has been both 
our experience with the far eastern program and I think in even more 
extreme form, the experience of the Technical Cooperation Adminis- 
tration, that the administrative costs of the program, which has con- 
sisted essentially of technical assistance, is much higher than the 
administrative costs of any commodities program. That is one of the 
circumstances. 


OTHER FACTORS AFFECTING REQUEST 


I will just mention other changes in functions that are reflected in 
these figures : 

First, we propose to increase our staff in the European missions, 
possibly in the office of specialty representatives, that is devoted to 
expediting military production and trying to promote higher produc- 
tivity in Europe. That is the task that is directly related to support 
of the rearmament, and we believe they are going to require more 
people than they have had in the past. 

Secondly, we have over the past 9 months had to divert an increas- 
ingly large number of people to the performance of our function as 
claimant agency. This development is the direct result of tighter 
operating situations in the United States, the need to secure export 
allocations, export priorities, and the like, for semimilitary as well 
as other kinds of items. 
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We propose as a part of the adaptation to the required reduction 
in personnel to cut the size of the office of special representative al- 
most in half. 

The actual employees in that office were 480, in round numbers, as 
of the end of August, and we expect to reduce it by some 200 by the 
end of the calendar year. We expect to cut the size of the Washington 
office by about 110 people to 120, On the other hand, as I have al- 
ready indicated regarding the far eastern missions, we expect there 
an increase in the actual employment by over 90 persons between 
August 31 and January 1 of next year. 

Mr. Wiccieswortu. I thought you said 60 to 70. 

Mr. Bissett. Mr. Wigglesworth, those were the three new missions 
that I mentioned. 

Mr. WiceLeswortn. Yes. 

Mr. Bissett. There are some needed increases in the others as well. 
The employment in all the far eastern missions as of August 31, was 
approximately 186, and we expect that to go up to about 250 or so 
by the end of the year, assuming they can be fully staffed. 

We are going to have to reexamine the ECA information program, 
which, I believe the members of the committee are aware of, has been 
carrying on largely these activities in Europe. That has accounted for 
a sizable fraction of the total of both Washington and abroad, and 
with this limitation in the size of the organization, also with the 
shift from emphasis on economic improvement to emphasis on security, 
it is a fact that we will certainly have to cut down rather sharply 
and possibly shift some of these activities elsewhere. 

I must advise the committee, in making these remarks, the estimates 
before you are necessarily pretty rough. We had a budget that would 
have called for some, roughly, $19 million of administrative costs, 
and that has been revised downward to the figure of $17,675,000 before 
you which takes account of the new legislative provision that has 
been referred to, legislation that has passed in the last few days, and 
I am quite frank to say that I doubt if we can tell you at this time 
exactly how we expect to handle the information program in this 
coming year, because those decisions have not been made, and they 
cannot be until the Director of the Mutual Security Program has 
been appointed and has had time himself to look into it. 

To summarize, then, the main elements were expansion of the far 
eastern mission and of personnel in Washington in the far eastern 
program. Most of that is accounted for by taking on the programs in 
the three additional countries. The shrinkage in the European staff, 
most of that shrinkage is concentrated in the Paris office. In the 
country missions in Europe we expect they will remain about the 
same, with some shrinkage, about 10 percent shrinkage in the office 
headquarters staff at Washington. 

Just a word or two about the technical details which I think should 
be mentioned here: We will have a high average number of people, 
employees on terminal leave next fear. The exact figure is estimated 
at 105 people on terminal leave for the year as a whole, as compared 
to about two-thirds that number for the year just ended. That, of 
course, is the result of the compression; leaving the “Personal service” 
item in the budget, the members of the committee will note under 
the head “Travel, Communication Service,” there are increases that 
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reflect heavier travel and more communication with the Far East, 
especially in the “Communication” item where we use commercial 
sable, whereas we can use Government cable to Europe. 

That covers the increase in expense. 

Those are the main items to which I wish to refer and to which I 
wish to direct the attention of the committee. 

Mr. Gary. I am sorry, but we will have to adjourn at this time. 


Monpay, Ocroner 8, 1951. 
STATEMENT OF SECRETARY OF DEFENSE 
WITNESS 
HON. ROBERT A. LOVETT, SECRETARY OF DEFENSE 


Mr. Gary. The committee will come to order. 

Mr. Secretary, we are glad to have you appear before us this 
morning. 

We are reversing our usual procedure. It is customary to call on 
the Secretaries at the beginning of our hearings, but you were in 
Ottawa at that time. 

We have, therefore, requested you to conclude the hearings and we 
will be pleased to receive your comments with reference to the entire 
program. 

Secretary Loverr. Thank you, Mr. Chairman. 

I think perhaps if the committee would guide me as to the form 
of presentation which would best suit their purpose, I could adapt 
the matters that I have to deal with to your wishes. 

For example, I have here a prepared statement which attempts to 
cover the broad outline of the matters before the committee. I can 
either read it to you or high spot it. 

Mr. Gary. I suggest that you read the statement and then any 
questions the members of the committee have may be asked. 

Secretary Loverr. Very well, sir. 

Mr. Chairman, and members of the subcommittee, I am here this 
morning to urge your approval of the full amounts of appropriations 
for military and economic assistance which are presently authorized 
by the Mutual Security Act of 1951—H. R. 5113—as passed by the 
House and now awaiting final action by the Senate. 

It would be difficult to imagine how any proposed legislation could 
be given a more thorough “going over” than that to which the Con- 
gress has subjected the Mutual Security Act of 1951, in both its author- 
izing and appropriating aspects. 

It is my hope that, as the result of the exacting analysis and screen- 
ing by this subcommittee, the programs: covered by the pending 
authorizing measure have been found to be both sound and sensible 
and, as such, deserving of full implementation in the way of the neces- 
sary appropriations which rest in the authority of this committee to 
provide. we 

Although, as Secretary of Defense, I am here principally to urge 
your support of the military assistance features of the program, I 
wish to add my voice to that of General Eisenhower in emphasizing 
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the importance of the economic assistance aspects of the program as 
well. Those economic aspects are designed to assist the participating 
countries to make their maximum contribution, toward the develop- 
ment of an adequate defensive force for the free world. They are 
likewise intended to aid the gr degie tg, countries in the develop- 
ment of the requisite capacity to carry along and efficiently sustain 
the defensive forces which the capital contribution of our military 
assistance program is helping to build. In other words, once the 
initial capital outlay has been completed, it-is our hope and expecta- 
tion that, with the aid of the economic assistance program, the par- 
ticipating countries will have developed the ability to carry the full 
maintenance burden for themselves. Thus, the military and economic 
aspects of the program before you are integrated both in purpose and 
in function; both are essential to the attainment of a well-balanced 
objective. 

imiting my remarks now to the military aspects of the program, 
the appropriations for which we are seeking your approval are the 
following : 

$5,028,000,000 for assistance to Western Europe and for general 
administration of the entire program ; 

$396,250,000 for assistance to Greece, Turkey, and Iran; 

$535,250,000 for assistance to friendly states in eastern and south- 
eastern Asia; 

$38,150,000 for grant assistance to the nations of Latin America. 

As has been true of the Mutual Defense Assistance Programs of the 
past 2 years, these requested appropriations do not alone represent 
the size of our program to help rearm those nations whose security 
objectives coincide with our own. 

First, as the explanatory detail supporting our requests for appro- 
priations show, there are substantial quantities of matériel excess to 
our own national requirements which may be transferred to partici- 

ating nations at no charge to these appropriations. The pending 
legisla ion would authorize the transfers of such matériel to the extent 
of $300 million in addition to existing authorizations. 

Secondly, over $234 million has so far been paid or pledged in re- 
imbursements for military matériel under the terms of section 408 (e) 
of the Mutual Defense Assistance Act of 1949. This amount is ex- 
pected to increase by more than $100 million during the coming 
year. Canada and other nations in the Western Hemisphere are the 
principal participants in this program of reimbursable aid. 

Of the appropriations requested, more than 80 percent of the mili- 
tary assistance is earmarked for our allies in Europe. The NATO 
nations, including the, United States, have agreed on a defense plan 
which provides for a steady build-up of forces, enabling us to develop 
a military strength which we hope will be sufficiently impressive to 
deter aggression but which, if aggression comes, will be adequate to 
meet it and defeat it. Our European allies have agreed to bring cer- 
tain forces into being by the end of 1952, as a major step toward our 
common objective. They have made plans to induct the men, to put 
them in uniform, to pay them, to feed them, to house them, to provide 
them with individual equipment and as much major matériel as can 
be built within the time available and within the limits of their 
economic and industrial capabilities. For more than 7 months Gen- 
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eral Eisenhower has been working on plans for organizing, equipping, 
and training a balanced force to resist attack. For more than 18 
months we have had American military advisory groups living in each 
of these countries, in daily contact with their respective military 
establishments. 

It is from the combined work of these groups that there have been 
developed the detailed lists of equipment which can be obtained only 
through our military assistance program. Thus, the military assist- 
ance program for Western Europe, as it has been presented to you, 
is narrowed down to the bare requirements for forces firmly committed 
to our side. As General Eisenhower has reported to you, any sub- 
stantial reduction in that program will directly and correspondingly 
reduce the supply of weapons and other necessary matériel which 
European soldiers, sailors, and airmen will stand ready to man. I 
cannot put it more forcibly than that. 

We have all heard criticism of the European nations—criticism 
that they are not doing as much for themselves as they should. Before 
the fight started in Korea, I think none of us were doing enough. 
Since that time the free nations have, it seems to me, responded to our 
leadership in pressing for a greater common effort and a greater sense 
of urgency. We have encouraged our allies to increase their NATO 
commitments, and they have done so. 

The combined Allied contributions in troops—army, navy, and air 
force-—to General Eisenhower and the Atlantic Naval Command con- 
stitute a substantial force. Our allies plan to contribute approxi- 
mately 85 percent of the manpower for this combined force. They 
are providing for their own forces all the facilities, pay, individual 
equipment, administrative and housekeeping supplies, and as much 
of the major arms and equipment as they can produce in time to meet 
scheduled plans. They are contributing the land for bases, and certain 
logistic facilities that we require in their territories. They have in- 
creased their training programs, their lengths of military service, and 
their defense budgets. General Eisenhower, in his report to the Con- 
gress on the Ist of February, made it clear that the accomplishment 
of his mission in Europe would be dependent on massive American 
production of arms. Even more serious, in my view, than the loss of 
divisions of air squadrons which would be entailed in a substantial 
reduction of the military aid program would be the implied recession 
of American leadership and the tacit acceptance of any apathy which 
may still exist in Europe toward the menace of Soviet aggression. 

Members of Congress who have recently visited Europe, and many 
others who have been over there lately, report a remarkable upsurge 
in the spirit and optimism of the people over what it was only a year 
agé. Due in no small measure to the confidence-engendering leader- 
ship of General Eisenhower, the people of Western Europe have 
picked themselves up from a slough of despondency and discourage- 
ment. They have shaken off their former attitude of hopelessness and 
are rapidly approaching the conviction that, with our aid, they can 
successfully withstand the menace from the East. At this juncture, 
any let-down in our interest and support would run the risk of losing 
all that we have done so far and would risk it at the very point where 
our past efforts seem about ready to pay off. 

In other parts of the world our military objectives are less firmly 
defined as parts of the whole, but everywhere there is the fundamental 
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purpose of strengthening those forces which have to stand against 
open attack or internal disruption plotted in the Kremlin. In Greece 
and Turkey we plan to continue the strengthening and modernization 
of forces which today in Korea are giving ample proof of their fighting 
qualities. These countries stand on the southern flank of the European 
land mass, near an area increasingly disturbed by internal tension and 
the possibility of a thrust from Russia or her satellite states. Aid to 
Greece and Turkey in 1947 was the first postwar move by the United 
States toward her present firm position of resistance to Soviet-inspired 
aggression—a move that has paid off in Greece with defeat of the 
Markos rebels and consolidation of a Balkan beachhead. 

The situation in Iran is less clear at the moment. We have pro- 
gramed equipment and training which will help existing forces keep 
the peace in that troubled land. You may be sure, however, that deliv- 
eries will be made only if United States interests, as revealed by future 
developments, will be served thereby. 

There are many facets to our programs for military assistance in 
southeast Asia. Forces of the native states of Indochina have now 
been organized and, together with French troops, are carrying on 
against Chinese-supported, Communist-led insurgents who have 
created a situation which the French consider as serious as we regard 
the operations in Korea. The sooner Indochina can be stabilized, the 
sooner those French divisions, which are the backbone of European 
land defense, can be brought to full effectiveness by the return to Euro- 
pean service of sorely needed professional officers, noncommissioned 
officers, and technicians. 

Our continued support is also necessary to restore and preserve order 
in Thailand. Our aid in the past has influenced the Thai Government 
to depart from a neutral position and take sides with us against com- 
munism, as it has done in the Korean operation and in its internal 
affairs. In the Philippines we are assisting the constituted authority 
by equipping and training local forces to put down the Huks—those 
dissident Communist-led guerrillas who aes been terrorizing the 
Philippine countryside since the war’s end. The 1952 program con- 
tinues military aid that has been granted to the Philippine Republic 
since it was given its independence in 1946: On Formosa we have 
established a large training mission and are undertaking to provide the 
essential military equipment which will enable the reorganized Na- 
tionalist forces, backed by the United-States Seventh Fleet, to defend 
the island against Chinese Communist attack. 

This year we are proposing $38.2 million for grant military assist- 
ance to certain Latin American countries. The Joint Chiefs of Staff 
have recommended this assistance on strategic grounds as an addition 
to continuing reimbursable aid. The importance of these American 
Republics to our own defense has been clear, at least since World 
War II, when it was necessary to deploy more than 100,000 United 
States military personnel in South America to counter specific enemy 
‘sapabilities. ' 

The Latin American nations have on hand a considerable quantity 
of former United States equipment. Those whose economic condi- 
tion permits them to do so, will buy more. To aid in the use of this 
equipment, we have military training missions in a number of these 
countries. In order to insure that the American Republics will take 
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up certain agreed tasks to support and foster the safety of this hemis- 
phere, it is desirable for us to make available to them material to 
modernize and round out the equipment which they already have for 
these tasks. 

To sum up: The Mutual Security Program for the fiscal year 1952 
is based upon the security requirements of the United States in its 
vital relationship to the collective security of the free world. 
Throughout the world, economic support, technical aid, military maté- 
riel and training assistance are all devoted to strengthening both the 
will and ability of nations to resist the encroachment of Soviet Com- 
munist imperialism. Throughout the world, there has been an im- 
pressive growth of military strength and capacity for collective 
defense among free nations. This will and this capability must be 
maintained and further strengthened and developed. It is to this 
end that we have directed our plans for the Mutual Security Pro- 
grams of 1952. 

The funds which we are requesting in support of these programs can 
be usefully employed in the current fiscal year. The procurement and 
production required to execute these programs have been scheduled 
right along with the requirements of our own military services as 
covered by the Defense Department’s budget for fiscal 1952. The 
funds requested are limited to work which must be financed during 
this fiscal year if the end items covered thereby are to be made avail- 
able by the time they are needed. 

I assure you that in exercising the responsibility and authority 
conferred on me by section 506 of the pending legislation (H. R. 
5113), I will take every means to insure that the employment of the 
funds to be appropriated will be directed toward strengthening—in 
our own national interest—the collective defense and mutual security 
of the free world. 


DURATION AND COST OF COMPLETE PROGRAM 


Mr. Gary. Mr. Secretary, in answering the questions that the com- 
mittee may propound, it will be entirely agreeable to the committee 
for you to speak off the record when you consider it desirable, and 
when the transcript is made up you will have the opportunity of 
going over it and striking out anything you may think is inimical 
to the national security. We will have to ask, however, that that be 
done rather quickly because we would like to have the transcript 
returned as soon as possible. 

As you probably know, the adjournment of Congress is more or 
less held up on this appropriation bill and we are anxious to get it 
through as quickly as possible. 

Secretary Loverr. I will see that the transcript is returned at once. 

Mr. Gary. We have been looking at the program for the fiscal 
year 1952. T wonder if you could give us a very general idea as to the 
complete program with some indication as to how long it may last 
and what it may cost. 

Secretary Loverr. Mr. Chairman, I would hesitate very much to 
make an estimate which would have such wide chance for error in it 
at this time. It might be misleading to the committee. 
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The order of magnitude, I think, has been dealt with by those who 
have testified before the Senate and House, notably the Secretary of 
State. They have some figures, but they naturally need screening. 

My feeling about it at the moment is this—that we have require- 
ments in this country for screening within the Department, and then 
for justification before the Appropriations Committees, and that 
technique has served a very useful purpose. Not only has this served 
as a restraint on expensive requests, but it has seeqpently opened up 
areas in which we have, we will say, overscheduled in point of time 
one form of item while the basic structure of which that item is part, 
has a longer lead time, falling perhaps into another fiscal year. Con- 
sequently, we have aaaaadal sel it was agreed at Ottawa— 
that NATO should set up a special committee which goes by the un- 
fortunate name of the Wise-men’s Committee—— 

Mr. Gary. That is the committee meeting in Europe today ? 

Secretary Loverr. That is right. We have assigned General Mc- 
Narney from the Military Establishment to that committee because 
we feel that the requests as they come up from the various countries 
must be screened out in the area where the military men can give it 
some reasonable testing. So I do not feel that I could make a fair 
estimate of sufficient reliability for this committee to act upon. 

I have no reason to challenge the figures for the future which have 
been given previously in the testimony, but I similarly have no reason 
to support them until after we have had a chance to apply to those 
requests the same procedures which were adopted over hah 

Mr. Gary. What figures have been used ? 

Secretary Loverr. My recollection is rather rough on this, but I 
believe they said it would be the same for 3 years—that is, on the order 
of $8 billion plus per year—and they gave a total of around $25 
billion. That is a figure which is quite obviously an estimate. I 
would like to see that the military estimates are based on costing pro- 
cedures of end items, or programs, or schedules, rather than multiply- 
ing this year’s figure by 3. 

Mr. Gary. Is that 3 years including 1952 or 3 years following 1952¢% 

Secretary Loverr. Including 1952. 

Mr. Gary. It was my privilege to go with the group to Europe sev- 
eral months ago, and my impression is that Genera] Eisenhower said 
that he thought our part of the program should begin to taper off at 
the end of 1953. 

Secretary Loverr. Do you recall, sir, whether he said calendar year 
or fiscal year? 

Mr. Gary. I think he was talking of calendar years. NATO, as 
I understand it, operates on a calendar-year basis. 

Secretary Loverr. That would be, I think, a reasonable assumption. 
I think we must taper off. I believe the period would be most likely 
in fiscal 1954, except as we are able to get reductions in fiscal 1953. 

There is an_unfortunate element in it, Mr. Chairman, which is 
troublesome. Depending in part on the amount of money available 
to accelerate their own industrial contribution in military end items, 
we can get certain kinds of relief earlier. Let us take a Renatheteal 
case. Suppose we deliver 100 F-84 fighters. For the sake of illus- 
tration, suppose that that costs $50 million. The average maintenance 
and spare cost runs about 25 percent of the initial equipment. If we 
could make the initial delivery and then rely on the French industrial 
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complex to provide the manpower and the spares necessary to main- 
tain those things, we could make a single capital investment and avoid 
the necessity for the continuing annual charge. It is that annual 
charge that bothers me most. I do not think that annual mainte- 
nance cost is anything we ought to embark on where it can be avoided. 

Consequently, the rate of decline, the tapering off of this pro- 
gram, will in some considerable measure, in my personal opinion, be 
dependent upon the amount of capital investment made in the recon- 
version of their industrial capacity. That is an added reason why I 
think we must look with some reserve on estimates of what can be 
accomplished and what will be required in fiscal 1953 and 1954. 

Mr. Gary. What are the indications now that we will have until the 
end of 1953 to build up this force? 

Secretary Loverr. Well, perhaps you will let me answer that off 
the record, sir. 

Mr. Gary. Yes. 

(Discussion off the record.) 


PERFORMANCE OF NATO COUNTRIES 


Mr. Gary. Mr. Secretary, are you reasonably satisfied that the other 
NATO countries are doing all that they can to carry out this program ¢ 

Secretary Loverr. Yes, Mr. Chairman; Iam. I think, if you take 
into account the difficulties which a series of countries face over there, 
that the evidence of their sincerity in this is shown by their willingness 
to extend their period of miltiary service, to increase the amount of 
their military budgets, and in certain instances their willingness to 
keep at this even though they are under heavy drain in another war; 
in Indochina, for example, in the case of France. 

We want to keep them feeling that their goals are attainable and 
that we are standing alongside of them in this effort. I believe that 
they are sincere in this. My information, of course, comes from the 
military and political figures abroad. 

I think, without some such assistance in substantial form, the appeal 
of neutralism would be very much higher than it is today. 

Mr. Gary. That was my impression with reference to most of the 
countries. When I was over there several months ago, I did have 
a feeling that possibly France was not putting forth its maximum 
effort. We were told at that time that, while that was true, we had 
been promised immediately after the elections there would be an 
improvement. The elections were held while I was in Paris. I was 
there on election day, as a matter of fact. 

I am wondering if there has been any change in attitude or in 
performance since the election. 

Secertary Loverr. Yes; I think there has been a change in attitude. 
There is no lack of willingness on the part of the officials responsible 
for this to do their full part. There are, however, obstacles which 
they face both politically and economically, but in particular eco- 
nomically, which make the maximum rate of acceleration lower than 
their first estimates. That was, to some extent, a disappointment in 
the past. 

But we ourselves run into that same type of thing here. It is a 
matter of what is reasonable in the circumstances. If a failure on 
a schedule arises out of a lack of effort or a lack of appropriate action 
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by the Government authorities, that is one thing; but if a failure 
arises out of a more urgent request from Indochina—which General 
Eisenhower felt, after talking to General de Lattre, is a valid request 
artd in the over-all interest—I think we must take that into account 
as being a reasonable adjustment of schedules. 

Mr. iar I agree with that, but the thing that impressed me most 
was the fact that France, even though they had the war in Indochina, 
and have made certain commitments to NATO, is still operating on 
18 months’ service for drafted personnel in the armed forces, whereas 
practically all of the other countries have gone up to 24 months. 

It was expected that after the elections that term of enlistment in 
France would be changed from 18 to 24 months. So far as I have been 
apprised, nothing has been done with respect to that. 

Secretary Loverr. I do not think that has yet been passed, sir. 

Mr. Gary. There were certain other legislative features that appar- 
ently they were very hesitant about embarking upon because they had 
this threat of the election. That iseasy to understand. But now with 
the election over I was wondering what progress is being made. 

There was some election in France yesterday. What election was 
that ¢ 

Secretary Loverr. Those were municipal, sir; cantons and munici- 
palities. 

Mr. Gary. Apparently they made a very much better showing 
gg the Communists in the election yesterday than they did in 

une. 

Secretary Loverr. The Center Parties have gained further posts, 
according to these first reports, Mr. Chairman. 

Mr. Gary. I noticed in this morning’s paper that apparently the 
Communists have a much smaller vote. I think percentagewise it 
probably was not so much smaller. 

Secretary Loverr. I think those areas are normally more conserva- 
tive, though, than the large centers of population. It might perhaps 
take some study to find out whether it was really significant. 

Mr. Wiccieswortu. Off the record. 

( Discussion off the record.) 


OBLIGATIONS AND EXPENDITURES FOR MILITARY AID 


Mr. Wiceieswortu. Mr. Secretary, you state in your opening re- 
marks that— 

Funds requested for military aid are limited to work which must be financed 
during this fiscal year if the end items covered hereby are to be made available 
by the time they are needed. 

I assume that means that whatever funds are made available it is 
expected will be obligated in full during the fiscal year ? 

Secretary Loverr. Insofar as possible, Mr. Wigglesworth. You are 
aware that certain types of commitments are taken, notably in some 
of the Navy items, where the ship is not stocked or fully equipped at 
the same time that the obligation for the vessel itself is made. But 
my answer to your question is, “Yes; we would expect to commit these 
funds and obligate them insofar as possible within the fiscal year.” 

Mr. WiceLesworrn. I believe it is expected to spend a little more 
than half of the total requested ¢ 
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Secretary Loverr. It is slightly under #4 billion; as I recall it, about 
$3.9 billion ; something like that. 

Mr. WiceLeswortrn. You also refer to the fact that there are sub- 
stantial quantities of material excess to our own national require- 
ments which may be transferred to participating nations with no 
charge to these appropriations; and you state that the pending legisla- 
tion would authorize the transfer of such matériel to the extent of 
$300 million in addition to existing authorizations. That is, as L 
understand it, it is contemplated that $300 million worth of materials 
would be transferred over and above what we are considering in the 
request before the committee ¢ 

Secretary Loverr. Yes, sir; you will recall that in the 1950 fiscal 
year $450 million of authority was given and in fiscal 1951 $250 mil- 
lion was added. Those funds normally are employed where we have 
replaced equipment; for example, a new tank coming out is issued 
as initial equipment. The replaced tank becomes excess technically, 
but it can be modernized and made serviceable and delivered to those 
of the NATO claimants who are short of the items. It is to take care 
of that type of thing among others that these funds are primarily 
concerned with. 

Mr. Wiceéueswortu. And you contemplate making available in this 
manner materials of the value of $300 million ¢ 

Secretary Loverr. Yes, sir; the rate of delivery of new equipment 
is one of the controlling factors in the rate of the use of these funds. 

Mr. Wiceetesworru. | notice in section 526 of the bill in its pres- 
ent form there appears to be a ceiling imposed of $300 million. 

Secretary Loverr, That is this amount, sir. 

Mr. Wiceteswortu. How much would be available in the absence 
of that ceiling / 

Secretary Loverr. My impression is that of 1950 and 1951 author- 
ization, all but $3 million has been used and about half has been de- 
livered out of the current available funds. 

Mr. Wicciesworrn. In fiscal 1952 would there be excess material 
in excess of the $300 million ¢ 

Secretary Loverr. It would depend very largely on the rate at 
which new equipment which would replace old items would come into 
our hands. 

We asked, I am informed, for $450 million and this $300 million 
represents an adjusted figure downward, after the hearings. 


REIMBURSEMENTS FOR MILITARY MATERIEL 


Mr. Wi6GLesworrn. Would you say a word about the next para- 
graph in your statement, where you indicate that over $234 million 
has so far been paid or pledged in reimbursements for military maté- 
riel under the terms of section 408 (e) of the Mutual Defense Assist- 
ance Act of 1949? 

Secretary Loverr. Those are items which are purchased from us or 
delivered by us on a reimbursable basis; purchased for the most part 
by countries in the Western Hemisphere including Canada. They 
buy supplies and pay us back on the terms of the arrangements which 
are set out inthat paragraph of the act. 

Mr. Wicereswortru. The paragraph would seem to authorize the 
President, without cost to the United States, to transfer or enter into 
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contracts of procurement for transfer of equipmen, materials, or 
services to nations designated in titles I, IT, and ITI of that act which I 
suppose cover most of the nations which will receive military aid 
under this act, or to a nation which has joined the United States in a 
collective defense regional arrangement, providing that prior to any 
such transfer or the execution of any such contract any such nation 
shall have made available to the United States the full cost, actual or 
estimated, of such equipment, materials, or services and shall have 
agreed to make available forthwith upon request any additional sums 
that may become due under such contract. 

Does that mean that we have transferred military items to our 
allies of the value of $234 million for which they are to reimburse us? 

Secretary Loverr. One hundred and thirty-four million dollars 
worth of equipment has actually been paid for and I am advised that 
the $100 million remaining is represented by contracts. 

You will probably recall that this is part of the standardization-of- 
weapons move which started in the latter part of the war and which 
we have been pressing for since then; so that notably, for example, 
Canada and ourselves will have common weapons. 

Mr. Wicereswortnu. Is it classified information as to where this 
material has gone or is to go? 

Secretary Loverr. I will have to look that up, sir; I do not really 
know. I think we can give you general figures without getting into 
the classified material. I am informed that the exact amounts pur- 
chased by each country are classified both by them and by us. 

Mr. WiecieswortH. Can you give us the information off the record ? 

Secretary Lovert. I can give you off the record the Canadian figure. 

(Statement off the record.) 


MATERIAL DELIVERED 


Mr. Wiceereswortu. I thought you said that the total was $134 
million delivered ? 

Secretary Loverr. Out of past funds, cash paid. The new act adds 
$400 million in contract authority. 

Mr. WiacteswortH. You mean that $234 million has been delivered, 
or contracted for delivery and paid for to date? 

Secretary Loverr. Yes, sir. Perhaps you will permit me to make 
this detailed statement off the record ¢ 

Mr. WiccteswortH. All right. 

(Statement off the record.) 


MANPOWER CONTRIBUTIONS 


Mr. Wiccteswortu. On page 5 of your statement aoe say that our 
allies plan to contribute approximately 85 percent of the manpower for 


the combined force in Europe. Either on or off the record, will you 
state whether that has been actually agreed to or is in the stage of 
plans that it is hoped to work out ? 

Secretary Lovett. I should like to make this statement off the 
record, if I may. 

(Statement off the record.) 
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Mr. Wiceieswortn. That 85 percent, of course, is in terms of NATO 
contribution, I take it. In other words, the 100 percent does not in- 
clude such troops as we might maintain for other purposes ? 

Secretary Loverr. No, sir. 

Mr. Wiceteswortu. Does it include reserves—that is, the full 
mobilizable forces, or is that in terms of active forces only ? 

Secretary Loverr. Those are forces committed to the defense of 
western Europe. 

Mr. WieeLeswortru. Both active and reserve ? 

Secretary Loverr. Yes, sir; those that are committed at this stage. 

Mr. Wiceieswortu. You say also that our allies are going to con- 
tribute the land for bases, and certain logistic facilities that we require 
in their territories. What percentage of the total requirement is it 
contemplated that they are going to contribute? That is not a 100- 
percent contribution as I understand, is it ? 

Secretary Loverr. You mean in a given facility? 

Mr. WiceLesworrn. I mean over-all. We need land and we need 
various things for infrastructure, and bases, and what not. This 
‘sentence says that our allies are contributing the land for bases and 
certain logistic facilities that we require in their territories. That 
does not mean they are putting in all that we need without payment, 
does it? 

Secretary Loverr. No. sir. 

Mr. WieeL_eswortu. What percentage will they contribute? 

Secretary Loverr. If you will take an airfield, as an example, the 
so-called host country would contribute the land and the essential 
utilities and we and the other participants would pay other costs on 
a ratio which is currently under negotiation. 

I can give you the approximate figures off the record, because we 
are in negotiation with NATO about it now. 

For instance, if you take the theoretical cost of, let us say, $20 million 
for an installation, in addition to land costs, the British and the 
French and the other users, might put in something in the order of, 
let us say, 55 percent, while we would put in something in the order 
of 45 percent. It would be less than that, but we are using these as 
round figures. 

Our contribution would include those things which are movable as 
well as those things which are fixtures and we would propose at some 
future time of less tension, to remove the removable fixtures and to 
negotiate a fair value for what we contributed and left behind as a 
part of the installation. The percentage each pays is the matter that 
is being dealt with. The dollar value is very hard to work out now 
because of the wide variety of installations; the difference, for ex- 
ample, between communication systems and airfields. But funda- 
mentally the host country is looked to for the contribution of land 
for such bases and certain facilities such as transportation, ports, and 
so forth, as a part of their contribution to the over-all infrastructure 
expenses. 

Mr. Wiccieswortu. It would seem to me that the ratio to be con- 
tributed by the countries overseas ought to be relatively high in this 
respect inasmuch as we are shouldering the burden in respect to items 
that they are not in a position to contribute. 
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Secretary Loverr. It is relatively high in total. I think I can give 
you an example from memory which may make this somewhat plainer, 
if I may go off the record for a moment. 

(Statement off the record.) 

Mr. Wiceieswortn. You also state that our allies are providing as 
much of the major arms and equipment as they can produce in time 
to meet scheduled plans, which raises the question we have discussed 
previously with others, of possible excess capacity among the NATO 
powers and the use of that capacity. Have you any information at 
the present time as to what excess plant capacity there may be among 
the NATO nations which could be used for production of military 
end items ?¢ 

Secretary Loverr. I know that there is a substantial possibility of 
spares. We want to get them into the spare business first because that 
reduces the load on us. 

We know, for example, in Italy that there are also facilities which 
could be used and which are not now being used. 

(Statement off the record.) 


EXCESS PLANT CAPACITY IN NATO COUNTRIES 


Mr. Wiccieswortu. What I would like to get, if it is available any- 
where, is some estimate in terms of excess plant capacity of the value 
we will say of military end items that could be produced by the NATO 
nations if they were to produce them, instead of their being produced 
in our country. 

Secretary Loverr. I know of no way that excess capacity. could be 
given, Mr. Wigglesworth, or how it could be reliably computed. For 
example, military production will have to replace some domestic pro- 
duction. The plants that may be idle in, for example, a place like 
Italy, or shipyards that are idle, are not idle because there is any 
lack of desire on the part of the country to use those facilities; quite 
the contrary. Some idle plants are not suitable for military items. 
They are idle because they have neither the money nor the raw mate- 
rials under the present shortages to put those plants into production 
on military items or, in certain instances, on civilian items as, for ex- 
ample, shipping. 

There are plants that can be converted, but the Defense Production 
Board, an agency of NATO, has made elaborate studies of their total 
‘apacity, but no study that I know of has identified their total ca- 
pacity by classifying some portion of it as “excess.” I am not sure I 
understand what that means. 

Mr. Wicctesworrn. The record indicates I think pretty clearly 
that there is a substantial excess plant capacity not being utilized 
overseas, notably in Italy, notably in Germany. The record does 
not indicate I think the extent of that capacity. In fact, I think it 
indicates that studies are now being made, and that despite what we 
have done heretofore in analy zing other : aspects of other countries, that 

particular figure is not available. It seems important to me because 
it would appear that every contract that could be placed on the other 
side of the water would relieve materially the demand for economic 


aid we are now asked to put up in addition to what we provide for 
military aid. 
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It seems to me that an appropriate program whereby part of the 
military end items could be produced abroad would not only relieve 
the burden of economic aid, but also would probably bring about 
greater speed at less cost, and would build up the allied country over- 
seas and stimulate the morale of the people. It seems to me that 
this is something that should be given prompt and very careful 
consideration. 

Secretary Loverr. There isa very definite program in that direction. 
I simply want to be accurate about the word “excess.” We expect 
within the next few days a document which will indicate the possi- 
bility of additional military production, but it is not related to produc- 
tion in excess of the national requirements of these countries, or pro- 
duction in excess, for example, of the normal. It is related to facilities 
which could produce with assistance from the United States, or take 
our orders. 

Mr. Gary. We will recess the hearing for a few minutes to answer 
the roll call in the House. 

(Short recess taken.) 


OBLIGATION OF FUNDS 


Secretary Loverr. Just as you left you asked for a rough estimate 
on our possibility of obligating funds abroad, and I gave you the 
figure of $500 million in connection with some comments off the record. 

Out of abundant caution—and I am sure that you are aware of 
it—I want to emphasize that those are funds which we hope can be 
obligated, but the expenditures will probably be in a very low 


order of that, perhaps $75 million. Our figures here show approxi- 
mately that, and that amount has been taken into account as expendi- 
tures in the economic side of this request. 


EXCESS PLANT CAPACITY IN NATO COUNTRIES 


Mr. Wiccteswortu. My request was directed at excess plant capac- 
ity; that is, capacity that is not working now, or that could be either 
diverted from other purposes, or made available by plant expansion. 
I understood the estimate to be that there might be $500 million a 
year in end items that could be provided by what I have termed 
“excess plant capacity.” I did not refer to any capacity that may be 
working and that has been taken into account in the figures now before 
us. 

Secretary Loverr. My answer attempted to point out that the de- 
finition of “excess” was one that we could not effectively measure 
because a considerable portion of this will come, not from the idle 
plants which are idle both on civilian and military items, but from 
those plants that are adequately tooled to enable the production of 
goods within a short period of time. _ 

It is plant capacity that might be diverted to military end items 
that our figures relate to, and as I endeavored to indicate, I know of 
no way in which you can accurately measure “excess capacity.” We 
can give you, as a result of the teams which have been in these countries, 
some approximation of idle plants, but they are idle for a variety of 
reasons—either they do not have a full row of machine tools, or there 
is not enough coal, iron ore, or other basic materials locally to permit 
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them to operate, or in the case of the shipyards in Italy, there are 
not the buyers of ships because the other NATO buyer is not in a 
position to deliver either steel plate or the components. 

Mr. Wice.eswortn. I think it is clear from the record that there 
is both excess plant capacity and excess manpower overseas that 
is not being utilized at the present time in the joint effort. 

I want to see all available plant capacity and all available manpower 
utilized. I also want to see the burden on this country financially held 
to the minimum possible under the circumstances. 

It seems to me, for reasons I have already indicated, that there is a 
very real possibility for contributing to the end which is sought by 
all NATO countries, and at the same time reproducing substantially 
the number of dollars now said to be required through economic aid 
and in other ways, by a program for the manufacture of military end 
items in such excess or additional plant capacity as may be available, 
or as may be made available overseas as this program progresses. 

I would have thought, with our various teams in the ECA organiza- 
tion throughout Western Europe, those figures as of the present time 
would be readily available. Apparently they are not. I am emphasiz- 
ing the matter because, as I see it, it offers an opportunity for con- 
structive action. 

Secretary Lovetr. Those figures, Mr. Wigglesworth, are available 
in the sense of industrial capacity which we might put orders into, 
or which the country itself might use. It is true there have been teams 
there and they have inspected these plants. 

I have given you some examples off the record of the results, but in 
most of the cases where there is really idle equipment the plant can 
be put into operation by the delivery from this country of the steel, 
alloys, and other basic materials which that country * fay not have, 
including coal. Those are matters which we are in right now, and the 
figure that I gave you of a rough amount which we hope to obligate 
in the fiscal year 1952, is around $500 million. The amount of de- 
liveries we would expect from that obligation, and from those items 
we have already endeavored to procure abroad, will be on the order of 
$75 million, according to our best estimates. 

Mr. WiccteswortH. But that does not meet, I think, what I am 
trying to ascertain. Frankly, it is hard for me to see how the conclu- 
sion is arrived at—that our allies overseas are doing their utmost, or 
from the over-all standpoint, including this country, that the maximum 
effort consistent with the minimum expenditure of dollars is being 
made—unless that phase of the situation has been gone into and an- 
alyzed thoroughly. 

Mr. Gary. My recollection of the evidence, however, is that the 
opportunity for increased production is not from putting into opera- 
tion idle facilities as much as increasing the capacity of present facili- 
ties and stepping up production in facilities which are now in opera- 
tion, but which are not being operated to full capacity. 

Mr. Wiceteswortn. It might be either or both. 

Secretary Loverr. A good case in point is the shipyards of Italy. 
They are very eager for work. They do have some unemployment, 
but in the first place, the end items they would be able to produce are 
not those in short supply, under our section of the program. 
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Secondly, in order to make them operative, the shipyards would 
have to draw their steel plates from us, or from some other supplier, 
and their necessary fuels from outside their country. They do have, on 
the other hand, in their industrial complex, plants which, with mod- 
erate assistance from us, could get into operation in specialized types 
of manufacture. Those are the elements on which we have put pri- 
mary importance. 

In France the situation differs considerably. There are manufac- 
turers over there who can make spare parts; in fact, we are in dis- 
cussion with chem now. That would relieve us, once the initial 
capital investment is made in tooling, of the annual cost of providing 
thoses spares, and that offers a promising area of reduction in expense 
over the next couple of years. It is true, I feel sure that France can 
be put in a position to produce many million dollars’ worth of items 
annually after an investment several times smaller in one year. 

Mr. Wiceteswortu. It is difficult for me to believe that the major 
countries in Europe are not capable of producing some of the end 
items which we are planning to produce for them in this country. 

Secretary Loverr. I would not want to leave you with that impres- 
sion because clearly Britain is able to produce, and is producing a 
lot of end items, and many of them absolutely first class. 

France can, too. They will produce these smaller and lighter equip- 
ment items for the most part because they do not have the very heavy 
presses and forging materials in the amount that we have. Some can 
be obtained in Western Germany. Some can be obtained in Italy. 
All those things we have endeavored to measure with the help of the 
ECA and the accumulation of information over the past. But in the 
current fiscal year we are talking about, long lead-time items require 
such a heavy input of basic materials and specialized tools that the 
countries we are talking about, except for England and one or two 
other cases, cannot do all we would like. 

Mr. WiceLeswortu, You would agree, I take it, that to the extent we 
‘an help England to increase her capacity to build the planes that she 
can build so well and not build those planes for England in this coun- 
try, we make dollars available to England directly instead of perhaps 
having to provide them in an indirect manner in addition to paying 
the full cost for the planes in this country. 

Secretary Loverr. Yes; and it is very desirable. 


RESTRICTION ON TRANSFER OF SHIPS 


Mr. Wicctesworrn. If the present restriction which I understand 
to exist on the disposition of the so-called moth-ball fleet of the Navy 
were modified, would those ships be useful in the program now under 
consideration without detriment to our national security ? 

Secretary Lovert. Some portion of the Navy’s reserve vessels, in 
addition to those that are provided, probably could be usefully em- 
ployed; but it is my mac pacer, that the naval requirements after 
screening has for the most part dealt with the lighter and smaller type 
vessels, and that our shortages in certain of the categories are identical 
with theirs. 

(Discussion off the record.) 

Mr. WiccteswortH. I understand from the testimony there is 
legislation restricting the transfer of any of those ships. 
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Secretary Loverr. That is correct. 

Mr. WiacLeswortu. My question is, dollarwise, or otherwise, if that 
restriction were removed, how much from the moth-ball fleet could we 
utilize for our allies without jeopardizing our own national defense? 

Secretary Loverr. There is very little saving we would pick up from 
that, sir. Here is the list, sir. 

(Discussion off the record. ) 

Mr. WicGLeswc rru. We have been over the list, but what I would 
like to know is what portion of that, if any, could be taken care of 
out of the moth-ball fleet ? 

Mr. Loverr. Very little in the items that are especially needed. 
Most of the things scheduled to be delivered to them represent special 
construction or special types. Some which could be usefully used 
have been delivered prior to the application of that law or by special 
authorization. Specifically, I think we delivered some equipment to 
Italy and to South America not long ago. 

Mr. WiccLesworrn. Does that restriction extend also to the so- 
‘alled moth-ball fleet under the jurisdiction of the Maritime Com- 
mission ? 

Secretary Loverr. I am not sure, sir. I think those are covered 
in a separate piece of legislation. 

Mr. Wiccieswortu. If you know, are there any ships in that moth- 
ball fleet that could be utilized in this program ? 

Secretary Loverr. There have been none requested or provided so 
far as I know. 

Mr. Wicciteswortu. Although they are equipped to serve as auxil- 
iaries in our own Navy in time of war, they would not, in your 
opinion, be helpful in the program of naval aid to other countries at 
this time? 

Secretary Loverr. I have seen no request for that cargo type, Mr. 
Wigglesworth, so I would draw the conclusion that for that type it 
Was not considered necessary or desirable at this time. I do not know 
of my personal knowledge. 

Mr. Couprert. Mr. Secretary, it was quite clear from the testimony 
in the matter of these naval vessels that the program was based upon 
the assumption that the law made all of these older moth-ball World 
War IT vessels unavailable. Now, can you be completely certain that 
in evaluating the availability of these ships, or rather in determining 
upon a program for the NATO countries, that your naval people did 
in fact consider the ships that were presently available—— 

Secretary Loverr. Mr. Coudert, I cannot be completely certain, sir. 

Mr. Couperr. I would assume that the Navy experts who worked 
on this thing took the law as they found it, assumed they could not 
reach the vessels, and presumably laid out a new program. 

Secretary Loverr. You will recall, I think, we have made delivery 
of certain vessels, old ones, to South America and to Italy, in the 
way of destroyers and cruisers. 

Mr. Coupvert. But there were specific acts of Congress authorizing 
those particular deliveries, as I recall. Mr. O'Hara called our atten- 
tion to it. 

Secretary Loverr. We asked for that legislation. 

Mr. Couprrt. Now it came as a shock to me, and I am sure it will 
come as a shock to anyone else who happens to note the fact, that 
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in this program there are several hundred millions to be spent for 
new naval procurement at a time when every American knows that 
every harbor and every river is stuffed full of ships that were built 
not long ago. Moreover it seems to many of us that surely there 
ought to be some use for those ships before we build new ships on 
top of our already greatly overextended budget. 

Secretary Loverr. I can get a precise answer from the Navy to you 
on that point, as to whether ee had to go into new construction solely 
or largely because of the prohibition in ‘the law. 

Mr. Couperr. If you get an answer from the Navy, you might ask 
them this question: What would the Navy here and the foreign 
navies do if we could not build any new ships for them? Could they 
find any use for the ships laid up, or would they rather not have any 
ships ¢ 

Secretary Loverr. If you deal with the specific types we have an 
urgent necessity for, you are dealing with types that do not currently 
exist in moth balls. 

(The information is as follows :) 

The Reserve moth-ball fleet of the Navy does contain certain escort vessels 
which might be used in substitution for those programed for NATO countries 
from new programs in 1952. To provide these, the Navy would have to con- 
struct, in addition to presently authorized Navy construction, replacements of 
equal numbers prior to effecting final transfer since the present Reserve fleet 
contains no vessels of this type excess to mobilization requirements. 

In other types of small vessels covering most of the requirements for 1952 
MDAP other than for mine craft, exact counterparts of the programed new 
construction are presently available in the Reserve fleet but subject to the same 
conditions of requiring concurrent replacement to meet mobilization needs as 
in the case of the escort vessels, 

Mine craft, both coastal and ocean types, programed in the 1952 MDAP are 
not available in the Reserve fleet since their design embodies postwar develop- 
ments essential to performance of their mission. 


(Discussion off the record.) 
CAPABILITY OF UNITED STATES TO FINANCE PROGRAM 


Mr. Wicetrswortu. I am going to ask one question further, and that 
is this: General Eisenhower, in a recent telegram to the chairman 
of the House Foreign Affairs Committee, said: 

It should be understood that no recommendation of mine is intended to urge 
upon the interested committees any expenditure that is beyond the United States 
capabilities to support during the critical years during which the current ten- 
sions may logically be expected to persist. 

I take it from what you have said that it is your opinion as Secre- 
tary of Defense and as a member of the Cabinet that the program 
and the specific request for appropriations now before the Congress is 
within our economic capacity, on top of everything else we have ap- 
propriated for, under present conditions. 

Secretary Loverr. I think General Eisenhower’s comment is a very 
wise one—I would certainly parallel it—in that I do not think that 
we ought to destroy the free world’s last remaining stronghold eco- 
nomically by overreaching ourselves or being wasteful militarily. 
That, of course, is a matter of judgment. You asked for my opinion. 
I do not think we ought to spend any money here that we can avoid 
spending unless it is an investment in our national sec urity in these 
areas that we are talking about. I would say that we have to look 
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to a few years of expenditure as a capital investment period and that 
during that investment period—almost as a family does—we can 
into savings to buy an asset or a series of assets. But that is quite 
different from saying that you could carry such a substantial load 
indefinitely. I do not take that position. I do feel that with the 
present level of gross national product and the present national in- 
come we can afford the necessary expenditures int they have beem 
properly justified. 

Mr. Wiccieswortu. I think that is all, Mr. Chairman. 

Mr. Coupert. In other words, Mr. Secretary, you have no doubt 
in your mind that the United States cannot indefinitely continue to 
carry the sort of load we are shouldering this year and that there must 
be definitely a terminal date in the not too distant future ? 

Secretary Loverr. I think that is an accurate statement of my feel- 
ing, Mr. Coudert. I believe that we can afford for a period of time— 
that length being debatable because it is a matter of judgment—very 
heavy expenditures. They should be, in my opinion, limited insofar 
as possible into something that produces an asset. I do not believe, and 
I have testified to this effect repeatedly, that we can go on at this level 
of expense indefinitely. I do not think anyone can. I think it must be 
brought down. That is why we are putting so much effort on finding 
cheaper ways to do certain things. 

If you will let me go off the record 

(Discussion off the record.) 

Mr. Coupert. I am sure that the Secretary, who has had a great 
deal of experience and is certainly one of our ablest public officials,. 
will understand our concern about the impact of this terrific economic 
burden upon the manpower and resources of the United States. 
Only the other day the House completed action on the armed services 
appropriation bill resulting in the availability of enormous sums of 
money for the maintenance and equipment of our Armed Forces. 
Now, as I undersiand it, the Army and the Marine Corps together will 
have or have now something approximating 30 or 31 divisions of 
ground troops. I think it would be very helpful to us in evaluating 
the importance of this program, which is part of an over-all military 
program, to know how many of those divisions have been earmarked 
for foreign commitments, such as the six divisions that have been 
publicly earmarked for commitment to the NATO armies. 

Secretary Loverr. I can give you those figures off the record, sir. 

Mr. Coupert. That will be all right. 

(Discussion off the record.) 





PURPOSE OF THE PROGRAM 


Mr. Gary. Mr. Secretary, I would like to summarize very briefly 
on the record, in the broadest outline, my conception of this program 
as you and the other witnesses have tried to present it to us. 

The purpose of the Mutual Security Program is to protect the free 
countries of the world from Russian aggression. It is practically a 
world-wide program that cannot be accomplished in one year but 
which will take several years; a program which will not cost $7 or 
$8 billion as it has been presented to us here, but possibly three or four 
times that amount. It is, however, a program that if we undertake it 
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at all must be adequately carried out, because to carry it out half way 
would be worse than not attempting it at all, by reason of the fact 
that we might lose what we put into it. If we do not appropriate this 
year the amount that is requested, it will have to be appropriated 
eventually if the program is to be completed. Time is of the essence 
of the program and the sooner we appropriate the money and make 
the free countries secure, the better off we will be. 

Secretary Loverr. That is, in general, correct, Mr. Chairman. 

Mr. Gary. Thank you, Mr. Secretary; we appreciate the informa- 
tion you have given us. 

Secretary Loverr. Thank you, Mr. Chairman and gentlemen. 


ADMINISTRATIVE EXPENSES 


Mr. Gary. The committee will come to order. We shall at this 
time return to a consideration of the administrative expenses. When 
we stopped our hearings on this item on Saturday I believe I had 
concluded my examination of Mr. Bissell who was testifying as to 
the administrative expenses of the ECA for the economic program. 
Mr. Wigglesworth, do you have any questions of Mr. Bissell ? 

Mr. Bissett. Mr. Chairman, I wonder if I may mention two sets 
of figures to the committee that I did not have before me on Satur- 
day afternoon, which may be of some general interest ? 

Mr. Gary. Yes. 

Mr. Bissetu. You will remember that I explained that one of the 
reasons for the failure of the estimated administrative costs of the 
ECA to decline from fiscal 1951 to fiscal 1952 was the expansion of 
the costs of our far eastern program offsetting the shrinkage in the 
cost of the European program. I gave some figures on number of 
employees, but I would like to mention just the total cost figures. 


DISTRIBUTION OF ADMINISTRATIVE Expenses By AREA 


You will notice on page 21 of the administrative expenses docu- 
ment that the total figure estimated for 1952 is $17,675,000. That 
is split between the two programs as follows: The European pro- 
gram, $12,044,576, and the far eastern program, $5,241,219. (This 
excludes the direct expenses of other agencies in the amount of 
$389,205.) 

The corresponding figures for the fiscal year 1951 are these: For 
the European program, $13,644,204, and for the far eastern program, 
$4,021,425. 

That makes a total of $17,906,965 as shown under “Actual, 1951,” 
including direct expenses of other agencies of $241,336, in the table 
to which I have referred. As you will see, there is a decline of 
approximately $1,600,000 in the cost of the European program, and 
I think that is roughly about a 12- or 14-percent decline. That is 
largely offset by the increase in the cost of the far eastern program. 

Mr. Gary. Do you have those figures in tabular form? 

Mr. Bisse.u. I have these in tabular form and will put them in the 
record. 

(Insert matter referred to.) 
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Estimated distribution of administrative expenses, by area 





Fiscal year Fiseal year | Increase or 
1951 1952 decrease 


| 


Ret se! fe a ae | 1 $8,619,487 | $9,239,596 | +8620, 109 


| 





| 
Sitaeltarsmliesr ss 


Departmental total 





Breakdown by area: 











| 
eh. stds eck Lis She 6,835,253 | 6,458,478 |  —376, 75 
Se eae a PES Cy! SES | 1, 784, 234 | 2, 781, 118 | +996, 884 
Europe total___..._....- EN PP A OS OE I BLS 13, 644,204 | 12,044,576 | —1, 599, 628 
OSR and missions ee iced Bo Sie | 16,808, 951 | 5, 586,098 | —1, 222,853 
EN ee Cee ee eee eee Cee 6, 835, 253 6, 458, 478 —376, 775 








Far East total | 


EE a AE SEBAGO BIE, AT | 4021425 | 5, 241,219 | +1, 219, 794 




















Wotan entesions 25 4 hh CASS } 32 237, 191 2, 460, 101 | +222, 910 
Departmental. -_._......-...- EERIE FSS 1, 784, 234 2, 781, 118 | +996, 884 
Wee MG oe Wists dinccitibiebblighveite a bbiie -| 117, 665,629 | 17,285,795 | —379, 834 
S\N REEL E SE GAS ECL NL AE OE SAE 241, 336 389, 205 | +147, 869 
| j 
MTS SCE ble OE Ae i Melee A | 117,906,965 | 17,675,000, = —231, 965 
' i 





1 Actual obligations. 
REASONS FOR TREND OF ADMINISTRATIVE COSTS 


Mr. Bisseru. The other figures that I would like to mention are 
these. I made the comment in my testimony on Saturday that an- 
other explanation of the general trend of these administrative costs 
was the relatively greater importance of technical assistance in the 
program. I would like to give you a few figures on that. 

In the fiscal year 1951 a total of $72,408,000 of program funds wa 
obligated by the ECA for technical assistance out of a total of iat 
gram funds of something over $2 billion. A major part of that 
figure was for technical assistance in the Far Eastern program. In 
the current fiscal year it is estimated that the total for technical 
assistance will be approximately $147 million. Again much the 
larger part of it, namely $127 million, is in the far-eastern program. 

Mr. Wieeiesworrn. Will you give me that figure again—$127 
million ? 

Mr. Bissevu. $127 million being to the far-eastern program ? 

Mr. WiccieswortH. That is for title IIT? 

Mr. Bissett. Title II. And, Mr. Wigglesworth, for the fiscal year 
1951, the corresponding figure for title III countries is $59 million. 
And if I may, Mr. Chairman, I will put those figures also in the record. 

I wanted the committee to understand that although the total size 
of the program diminishes very sharply, this technical assistance 
activity will be more than doubled. I might mention for comparative 
purposes these figures. In the current fiscal year the technical coop- 
eration administration expects to obligate, as I understand it, just 
under $75 million for technical assistance. 

Mr. Wiceteswortn. You are referring to the State Department 
now ¢ 

Mr. Bissett. That is*correct. The technical cooperation admin- 
istration in the State Department expects to obligate just under $75 
million. Their estimated administrative costs I understand to be 
$6 million or approximately 8 percent. That very much higher per- 
centage would apply to the whole of economic aid and_is a measure of 
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very much greater administrative cost that is required to administer 
technical assistance than to administer commodity programs. 

You will remember, Mr. Chairman, that you mentioned on Satur- 
day in connection with one of your questions, I think the figure was 
something like 1.8 percent as a measure of the ratio of administra- 
tive cost for the whole economic program to total cost. You can see 
by comparison with this figure for a purely technical assistance pro- 
gram that the ratio is very much higher for that type of program. 

If we applied the same ratio to the ECA technical-assistance pro- 
gram, we could justify nearly $12 million of our administrative cost 
on that ratio for the tecnical-assistance program alone. 

I mention these figures merely to drive home the general point that 
‘I put before the committee that the rising proposition of technical 
assistance in the total program itself, in large measure a reflection of 
the relatively greater importance of the title III countries, accounts 
for the failure of our total administrative cost to decline anywhere 
nearly proportionately with the amount of aid. 

I am sorry to have delayed the committee with that, but I thought 
those figures would be of interest. 


ADMINSTRATION EXPENSES FOR TECH NICAL ASSISTANCE 


Mr. Wieeiesworrn. I am not clear what portion of your adminis- 
trative expenses you allocate to the technical assistance work pro- 
posed for ECA. 

Mr. Bissett. Mr. Wigglesworth, we have made no attempt to al- 
locate our administrative cost as between technical assistance and 
other types of assistance either in the Far East or in Europe. I will 
be glad to go into that, if you wish. I think it would be a difficult 
operation. 

Mr. Wiecteswortu. I thought it went to the value of the compari- 
son between your work in the technical assistance field and the work 
of the Department of State in the technical assistance field. 

Mr. Bissett. We have not, as I say, Mr. Wigglesworth, attempted 
to make any such evaluation. I can give you this much of a compari- 
son, perhaps. In our Far Eastern program the technical assistance 
element as I just testified we expect will amount to $127 million. 
That, as I remember it, is about in the order of one-half of the total 
program in the Far East. Our administrative costs for the whole 
Far Eastern program including both technical assistance and the 
other elements of the program, as I just testified, we estimate amount 
to approximately $5.25 million. One might say, therefore, that some- 
thing under $3 million could be roughly allocated to the technical 
assistance portion, but I would like to say that I.think we have not 
attempted such an allocation and TI think it would be very difficult as 
an accounting operation to carry through. 

Mr. Wicertesworti. I understand from what you say that ECA is 
contemplating no technical assistance work under either title IT or 
title TV? 

Mr. Bisset. That is correct, sir. 

Mr. Wieereswortn. Is the State Department doing any technical 
assistance work under either title I or title TIT? 

Mr. Bissevy. T believe it will in title TIT. There are three coun- 
tries, Nepal, Afghanistan, and Ceylon which are included in title 
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III in which there will be no ECA or Mutual Security Agency ac- 
tivity whatever, but in which there will be small technical assistance 
programs administered by the State Department. 

Mr. WicctesworrH. And there is no State Department technical 
assistance contemplated under title I? 

Mr. Bissect. That is my understanding, sir. 

Mr. Murrny. There is a small amount, $342,000, to be exact, which 
is estimated to be the contribution to multilateral technical assistance 
program to be run by the United Nations. 

Mr. Wiceteswortn. How much is that? 

Mr. Murpny. $342,000. 

Mr. Wiccieswortu. Where is that? 

Mr. Murpny. That will not be a United States-administered pro- 
gram. 

Mr. Wiceteswortu. Where is that? 

Mr. Mourreny. That is in title I. 

Mr. WiccLeswortu. What country ? 

Mr. Murrny. It has not been labeled by country, because it is 
a multilateral program of the UN and it is not possible to say at this 
time in what country that money might be spent. 

Mr. Bissern. Mr. Wigglesworth, I want to correct my statement 
in one respect. It is presently expected that the ECA will administer 
a program in Iran which will include technical assistance. Indeed, 
it will be mainly technical assistance. That is in title II and there- 
fore in the case of that country there will be ECA or MSA activity. 

Mr. Wiceteswortu. What is the size of that program ¢ 

Mr. Murpny. $23,450,000. 

Mr. WiceieswortH. Then is not the figure for title III that you 
gave us too large by that extent ? 

Mr. Bissety. I think it may be, sir. 

Mr. Wiceieswortu. In other words, as I understand, the ECA 
total in this technical assistance field is $147 million ? 

Mr. Bisseti. That is correct. 

Mr. WiceteswortH. And $20 million of that is in title I? 

Mr. Bissetu. That is correct. 

Mr. WiceieswortTu. So the other $127 million must be allocated 
not only to title III but to titles II and IIT? 

Mr. Bissetu. Mr. Wigglesworth, I will clear that up. I am in- 
formed that apparently our total of $147 million is the figure that 
is not correct. Something has to be added to the $147 million for 
Iran, so the total will be silghtly greater. 

Mr. Wiceieswortu. If it is $23,450,000 in Iran, it bring the total 
figure up to something like $170 million. 

Mr. Bissevx. Yes, sir; something of that sort. 


NUMBER OF EMPLOYEES 


Mr. Wiacieswortu. How many people are you asking for in your 
Washington office in the fiscal year 1952? 

Mr. Bissett. The number of positions, sir, would be 1,194, but 
the average employment after the allowance for lapse and for part- 
time and temporary personnel would be 1,119. 

Mr. WiccieswortH. And that, if I am correctly informed, com- 
pares with a figure of 1,004 in 1951 and a figure of 924 for fiscal 
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1950, is that correct? And does that refer to positions or average 
employment ? i 

Mr. Bissett. The figure for average employment in the fiscal year 
1952 that I just gave you included part-time and temporary person- 
nel. The two figures that you quoted, sir, do not include those. The 
figure for fiscal 1952 that is comparable with the figures you quoted 
for ECA is 1,088. 

Mr. Wiceteswortu. And for 1950 it is 924? 

Mr. Bisse.x. That is correct, sir. 

Mr. Wiceirsworrn. What is the story in regard to your Office 
of Special Representative in Paris dealing with Europe as a whole? 

Mr. Bissett. The average I can give you in terms of average em- 
ployment. The Office of Special Representative had an average 
employment on August 31 of 486. That is somewhat below the 
average for the preceding year and I think I can get you that figure 
in a moment. My impression is that for the preceding fiscal year 
the average employment was over 500. It is our estimate that by 
January 1 that will have been reduced to 283. The average figure 
for the year, of course, will be much above 283 because the reduction 
will not be completed until half way through the year and there will 
be employees on terminal leave some time beyond that. 

Mr. WiccieswortH. I have a chart here for the fiscal year 1951 
that seems to show 599 in the Office of the Special Representative 
for the fiscal year 1951. 

Mr. Bisseii. That is the correct number of positions. 

I now have the figure for average employment, and it was 517 
after a deduction for lapses, and not including employees on terminal 
leave. 

Mr. Wiecieswortn. What is the comparable figure for the fiscal 
year 1950? 

Mr. Bissett. The comparable figure is 536, sir. 

Mr. Wicetesworrnh. You are asking in fiscal year 1952 for a num- 
ber of positions which you expect will give you an average of 486 
as compared to 517 in fiscal year 1951 and 536 in fiscal year 1950? 

Mr. Bissexx. No, sir. The figure of 486 was actually the employ- 
ment on August 31. By January 1 we expect to have that aibased 
to slightly over 280. I will get for you in just a moment our estimated 
average employment for the year. 

Mr. WicGiEesworrn. I am particularly interested in this office be- 
cause 5 years ago when I was there, if I remember, there was some- 
thing over 500 people. I expressed the view that it was very much 
overstaffed and I was told it was intended to reduce it by 10 percent 
in the next 2 or 3 months. That intention was not carried out, and 
apparently up to as late as August 1, 1951, there was little or no re- 
duction. [am glad to see a start is being made there. 

What about your country missions abroad ? 

Mr. Bissriu. There in general we expect that the total numbers in 
the European missions will be reduced very little from their present 
size. 

The London mission, which is still a large one, is engaged mainly 
in the performance of the claimant agency function and will be rather 
sharply cut. Certain of the other missions will be. Our mission in 
Sweden has been terminated. 
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Mr. Wiaciesworru. What is the contemplated over-all total ? 

Mr. Bissett. We expect that by January 1 the total will be just 
over 550. The actual figure is 552. The actual figure on August 31 
was 565; that is, for the whole group of missions excluding the region- 
al office in Paris that we have already discussed. 

Mr. Wiceieswortn. There are, I think, about 17 of those country 
missions, are there not? 

Mr. Bissetx. That is correct, sir. I think that there are 18 missions 
at the present time, sir. We will probably during the course of the 
year establish a mission in Yugoslavia. At the present time there 
are ECA employees attached to the Embassy. 

Mr. Wiceiesworru. What was the country mission personnel, less 
the personnel in the special representatives’ office, in fiscal year 1950, 
for comparison ? 

Mr. Bissetx. I can give you figures for the total number of posi- 
tions on a comparable basis for the 3 years, but these figures are not 
comparable with the ones for employment that I have just given you. 

For the fiscal year 1952, total positions, 678 before deducting lapses. 
For the fiscal year 1951, 742, and for the fiscal year 1950, 680. 

Mr. WiceLeswortu. It is just about the same size as it was 2 years 
ago?’ 

Mr. Bissett. Yes. You understand that the figure for the fiscal 
year 1952 includes 25 positions for Yugoslavia which do not appear in 
either of the previous years. Therefore, net of that increase in Yugo- 
slavia, there is a decline of about 80 positions in the fiscal year 1951 
to fiscal year 1952. 

Mr. Wiceieswortn. I wonder if you could just run down those 
missions alphabetically and give us the number of personnel. 

Mr. Bissetx. I can get you the estimated number of positions or 

Mr. Wiaciesworrn. Let us take positions in 1952 and compare them 
with 1951. 

Mr. Bisseix. I will give you the two figures for each country, first 
the fiscal year 1952 and then the fiscal year 1951. 

Austria, 48 and 538, a reduction of 5; Belgium, 34 in both years; 
Denmark, 34 and 42; France, 96 and 119. 

In each case, sir, the current year is the first figure that I give. 

Mr. WiceieswortnH. Right. 

Mr. Bisseci. Germany, 64 in both years; Greece, 48 and 51; Iceland, 
4 in both years: Lreland, 15 and 15; Italy, 89 and 90; The Nether- 
lands, 42 and 43; Norway, 21 and 25; Portugal, 17 and 24; Sweden, 
15 and 25; Switzerland, 4 employees charged to the ECA on the lega- 
tion staff in both years; Trieste, 2 and 8; Turkey, 36 and 44; the 
United Kingdom, 91 and 97; Yugoslavia, 25. 

I might point out, sir, in quite a number of those cases the employ- 
ment at the end of August was already well below the number of 
positions I have given. The Swedish case is the most extreme, where, 
although there are 15 positions, as I have just indicated, the mission 
had 10 employees on August 31, and I think we now have 2 employees 
in the Embassy charged to the ECA. 

I would emphasize again these are for positions; and, in the case 
notably of Ireland, Portugal, Sweden, and the United Kingdom, the 
figure for positions is well above the figure for an estimate of average 
employment. 
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Mr. Wicctesworru. What about Asia and the Pacific? 

Mr. Bissetx. The total number of positions is estimated for the 
current year to be 297 ; and for the fiscal year 1951, 281. 

I will give you thie 3 in the same way ‘by countries: Burma, 33 and 
33; Formosa, 42 and 35; Indochina, 42 in both years: Indonesia, 35 in 
both years; the Philippines, 47 in both years; Thailand, 33 in both 
years. 

In the fiscal year 1952, 38 for India, 21 for Pakistan, a Tokio office 
of 6, and those give the total of 297. 

Mr. WicGiesworru. The Tokio office is new / 

Mr. Bissevt. Yes; new in this year, and in the fiscal year 1951 there 
were 56 positions for Korea, and those have been completely trans- 
ferred. 

I might add, sir, to complete this picture for the fiscal year 1952, 
although it is not in the total that I gave you, we would have to add 
approximately 20 positions for Iran. I think, in this case in particu- 
lar, sir, it is worth pointing out that, although there were 297 positions 
in the list that I just read for the fiscal year 1952, there were only 
about 186 employees as of August 31. 

You remember I mentioned yesterday that between now and Janu- 
ary we will have a rapid increase in total employment in these Far 
East missions. Just to give you some indication, the Burma mission 
was nearly up to strength. Indochina was 33 as against 42 positions; 
the Philippine Islands, 31 as against 47 positions; Thailand, nearly 
up to strength; only 3 employees in India as against 30 positions; 30 
employees actually in Formosa as against 42 positions. 

The committee will remember in Formosa the problem increased 
very sharply indeed in the last month of the last fiscal year, which 
explains the build-up there. 

Mr. Wicctesworru. I understand that the 56 people in the Korean 
office in 1951 are no longer there and that they have been transferred to 
other offices. 

Mr. Bissevi. Yes, or absorbed in other staffs, or they have left the 
organization. 

Mr. Wicciesworrn. That gives you a grand over-all total of around 
2,400-plus American employees. 

Mr. Bissetx. That is correct, sir. 

Mr. WiccLesworti. Do you have the correct figure? 

Mr. BisseL.. The closest figure we have is 2,400. 

Mr. WiceLteswortH. What does that compare with for the fiscal 

years 1951 and 1950? 

Mr. Bissetn. That is the figure for employment. 

Mr. WicGLeswortH. 2,338 for the fiscal year 1951; is that right ? 

Mr. Bisseti. The figure of 2,400 was, you understand, approxi- 
mately as of the end of August. It is not a figure for the year as a 
whole. That is the actual employment as of the end of August. For 
the fiscal year 1952, the average for the year, we estimate 2 "2.186 em- 
wang not number of positions, and the corresponding figure for the 

iscal year 1951 was 2,306. 

Mr. Wicetrswortn. And for the fiscal year 1950? 

Mr. Bissevi. 2,073. That, you understand, was before the Far 
East program started at all. 
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Mr. Wieeteswortn. Your over-all program in the pending bill 
in its present form for the fiscal year 1952 is about $1.4 billion; is it 
not ¢ 

Mr. Bissetu. That is correct. 

Mr. Wic6LeswortH. And the over-all program for the fiscal year 
1951 was roughly $2.7 billion ? ' 

Mr. Bisse.t. Yes; $2.5 billion to $2.7 billion. 

Mr. Wiecteswortu. Will you look at this table dealing with the 
departmental positions with minimum rates of $10,000 or above and 
see if it is correct [handing] ? 

Mr. Bisseixu. The only figure I can check right here is the total for 
“Exempt” for the fiscal year 1952, and that is correct. I believe these 
figures are all correct, but I will confirm them. 

Mr. Wiccieswortu. If agreeable to the chairman, I will insert 
this table in the record and ask that Mr. Bissell make any corrections 
in the figures to bring them into accord with the facts. 

Mr. Gary. It will be inserted in the record subject to correction. 

(The tabulation referred to is as follows:) 


ECA departmental positions at minimum rates of $10,000 or above 











Fiscal year Exempt Classified | Total 
SE ithe Catoribabwaetnctsugeibensiba qudoddeducagustineenaninwe 35 77 112 
ahi heidi end dnepieshiod kay ddieetbptidbatan cot qumnahisooegteiitns 49 99 148 
thas scaiacllinindite aries iiicnneaianthedtivardss wx 0inauesndie siibnsiaadowe vithew Bite 46 97 143 











Mr. WiccLeswortH. Does that table include the so-called supergrade 
employees ? 

Mr. Bissett. Yes; it does. 

Mr. WiceGieswortu. Do you know, as a matter of fact, what your 
turn-over monthly or annually is? 

Mr. Bisse.u. I do not have that figure. I understand about 5 percent 
a month. 

Mr. WiccteswortH. That would be 60 percent a year ? 

Mr. Bisse.u. I believe that it is actually about 50 percent annually. 

Mr. WiaGLeswortH. May I ask a further question? Ido not know 
whether you are in a position to supply the information or not, but I 
have a chart which was prepared some time in the spring giving a 
comparison of the ECA, USIE, and Germany-Austria public affairs 
costs, showing by country the personnel and the dollars for each of 
those three programs. 

Would you be in a position to furnish a similar table that would 
be up to date, or is that out of your reach as it involves other agencies ? 

Mr. Bisse.u. I think that we would have to rely on the other agen- 
cies. Mr. Mullin is here, our Director of Information, ECA, and I 
am sure we could furnish the comparable information for the ECA 
part of it at least. 

Mr. Wiceiesworrn. If you cannot do anything more, you might 
give us the total personnel and the dollars involved in the ECA in- 
formation program for the fiscal year 1952 and the comparative fig- 
ure for 1951. 

Mr. Bissett. We will supply that. 

(The information is as follows: ) 
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Economic Cooperation Administration, information positions and annual salary 









































































rates 
| | 
Fiscal year 1950 Fiscal year 1951 Fiscal year 1952 
} é j E 
Number of; Annual | Numberof| Annual Number of} Annual 
positions | salary rate} positions | salary rate | positions | salary rate 
| 5 
| } 
ECA/Washington 45 $268, 290 67 $414, 960 | 67 | $414, 960 
Europe: Fauaat B ua swe | “| 2 
OSR iene 72 448, 180 81 552, 210 75 | 522, 450 
Austria __-__- 6 42,140 6 42, 140 6 | 39, 520 
Belgium 3 19, 710 4 23, 040 4) 23, 040 
Denmark. 4 19, 220 3 10, 890 2 | 8, 040 
France 9 58, 450 ll 68, 490 | 11 | 66, 690 
Germany 5 31, 930 5 31, 930 | 5 | 31, 9380 
cee 3 21, 730 2 14, 040 | 2) 14, 040 
Ireland ! 6, 999 l 6, 990 | 1 | 6, 990 
Italv 8 48, 220 os) 57, 370 9 | 56, 110 
, Netherlands 5 27, 330 5 27, 330 5 | 28, 410 
Norway 5 3’, 570 3 18, 270 2 | 10, 560 
Portugal. 1 7,710 l 7, 710 1 | 7,710 
Sweden 4 28, 640 4 28, 269 2) 11, 160 
Turkey 4 21, 840 4 2! 3 | 18, 090 
United Kingdom s 50, 409 ~ 8 | 47, 720 
Yugoslavia : —E.  o e 1 | 9, 150 
Total, Europe Z 138 864, 060 147 137 901, 610 
Asia and the Pacific: BG Recs Sik has) ee 5 ie ty 
ES ee ees oe «oem ae 3 3 20,070 
Formosa. ____-_- I TESLS SAAR ie aE 2 3 21, 510 
; IN ce is 1 9, 150 5 3 18, 270 
i cilrcidenecag nts tows nuen cde ken ane 2 2 12, 360 
SS SESS CER: Ea 2 4 24, 180 
EER Sale See 1 2 11, 640 
ian S ccnisdesinictn eke oe 3 17,110 Die RE Par cccecescasledbeccceuuan 
A in aiik, J ots ecqnns Win Ens eeeaethinne meant eeain haat ‘itsaiiealaed 2 12, 360 
Sn iniccenpelancs Sage esi, Tee NEA ER LS aR 2 11, 640 
Total, Asia and Pacific 4 26, 260 18 119, 440 21 132, 030 
Total, all areas__......-- 187 | 1,158, 610 232 | 1,492, 210 | 225 1, 448, 600 
SUMMARY OF INFORMATION PROJECTS—EUROPE 
Estimated obligations in local currency dollar equivalents 
rian OP oe: TE ARS OR ee Cl $4, 897, 601 
a IY REA old FEMS UPL OS EE Snel es ar 15, 082, 574 


ELAN SO el EYE ary OE BEN od SCR Ne nae Ree ei 21, 030, 000 
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SUMMARY OF INFORMATION PROJECTS, ASIA AND THE PACIFIC 


Estimated obligations in local currency dollar equivalents 


SS EEE Bel ne aes a CO a TREE Ges ele ere ----- -------- 
1951 obligations J : : Ee Se , $146, soo 
1952 estimate__ s SE ihe Ss <2 wees zs t 1, 650, COO 


Distribution by country by media of fiseal year 1952 program 


Exhibits, 
ECA posters, M iscel- 
Radio Film Press publica- | and vis- | laneous Total 
tions ualinfor-. media 
mation 


Burma $20, 000 $40, 000 $25, 000 $15, 000 $15, 000 $10, 000 $150, 000 
Formosa 15, 000 30, 000 15, 000 10, 000 25, 000 5, 000 100, 000 
Indochina 40, 000 50, 000 50, 000 30, 000 100, 000 30, 000 300, 000 
Indonesia 10, 000 25, 000 20, 000 15, 000 25, 000 5, 000 100, 000 
Philippines 35, 000 50, 000 35, 000 20, 000 50, 000 10, 000 200, 000 
Thailand 15, 000 20, 000 15, 000 15, 000 25, 000 10, 000 100, 000 
India 70, 000 90, 000 80, 000 60, 000 150, 000 50,000 | 500, 000 
Pakistan 25, 000 45, 000 30, 000 20, 000 60, 000 20, 000 200, 000 

Total 230, 000 350, 000 270, 000 185, 000 475, 000 140, 000 | 1, 650, 000 


Mr. Gary. Mr. Bissell, we are very much obliged to you. You have 
given us a very excellent presentation of the ECA program, as you 
always do. 

Mr. Mureny. We have Mr. Henry Ford, Chief of the Division of 
Budget, Department of State, here to testify on the State Depart- 
ment elements of the administrative expense estimate. 

Mr. Gary. Mr. Ford, it appears from the table that has been filed in 
connection with the administrative expenses under the Mutual Security 
Program that the estimated State Department administrative ex- 
penses are, under the military program, $5,584,000 in United States 
dollar requirements, $3,948,300 in local currency equivalents, making 
a total of $9,552.500; that under the economic program the estimate 
is $6,000,000 of United States dollar requirements with no local cur- 
rency expenditures, making a total of dollar requirements of $11,584.- 
000, $3,948,300 local currency, and $15,532,300 total requirements; is 
that correct ? 

Mr. Forp. That is correct, sir. 


COMPARISON OF ADMINISTRATIVE EXPENSES, 1950 AND 1951 


Mr. Gary. Do you have a comparative statement showing these ad- 
ministrative expenses for the fiscal years 1950 and 1951 ? 

Mr. Forp. Yes, I do have a comparative statement of the United 
States dollar requirements. 

In the fiscal year 1950 the dollar requirements were $1,270,526. 

Mr. Wicereswortu. Over-all, military plus economic / 

Mr. Forp. Military program only. 

In the fiseal year 1951 the total United States dollar requirements 
were $2,791,488. That, again, sir, is only the military portion of the 
estimate. That compares, of course, to the 1952 budget request of 
$5,584,000. 


SO240 a pts 17 
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On the economic side, sir, the 1950 requirements were $1,382,681. 
In 1951, $4,953,803. That compares to the $6,000,000 request for the 
fiscal year 1952. 

With your permission, I would like to speak a moment to the $5,585,- 
000 United States dollar requirement for the Department of State. 

Of that requirement only a small amount is requested for the State 
Department proper. I have a breakdown here of exactly what those 
funds are requested for, if I may insert it in the record. 

Mr. Gary. Will you insert that in the record if it is in tabular form / 

Mr. Forp. It is. It is in with some other material that I could read 
into the record at this time, or insert it later. 

May I read it? 

Mr. Gary. Yes. 


ANALYSIS OF MILITARY PROGRAM 


Mr. Forp. The $5,584,000 requested for the military program is com- 
posed of the following items: 

A. To finance the office of the Director of the Mutual Security Pro- 
gram, which, as you know, was moved to the White House from the 
State Department. The total cost of financing that activity is esti- 
mated ona full fiscal year basis to be $1,036,400. 

B. To finance the United States part of the North Atlantic Treaty 
Organization in London it is estimated dollar requirements of 
$1.467,700 will be needed. 

C. To provide for provision of administrative support to the mili- 
tary missions overseas; that is, the 16 military missions which the 
Defense Department will have overseas, plus the regional offices of 
NATO, will be $1,675,700. 

D. Provisions of administrative support for departmental back- 
stopping here in Washington for the overseas activities, plus the 
regional office in NATO. 

Mr. Wicevteswortn. Off the record. 

(Discussion off the record.) 

Mr. WiccLeswortn. In other words, you are asking for overseas 
support and also for Washington backstopping ? 

Mr. Forp. That is correct, sir. 

Mr. WiccLeswortH. What is the Washington item ? 

Mr. Forp. $886,000. 

FE. In addition to that, sir, we have mutual security advisers on the 
staffs of all the United States embassies in the countries participating 
in the Military Aid Program. The total cost of this activity is 
$518,200. 

The sum of those figures which I have just read total $5,584,000, as 
shown in the budget table inserted in the record. 

As you can see from that, sir, a relatively small part is for the 
State Department proper, and the main portion is to finance the 
Office of the Director of Mutual Security Affairs Program and to 
finance the NATO organization in Europe. 

(Discussion off the record.) 
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BREAKDOWN OF FIGURES 


Mr. Forp. I have a breakdown of the figures requested on the de- 
yartmental side, and also a breakdown of the figures requested for the 
Gasnion Service, if you would like for me to insert them in the record. 

Mr. Gary. Yes. 

Mr. Forp. I have them in tabular form, which I will be glad to 
present. 

(The information is as follows :) 


Military program, administrative expenses, United States employees budgeted for the 
Department of State 





1951 | 1952 


Departmental _ - PRE ie CEES : } on! 330 
RE EEA ENE a ANE SEI Ce ERE sol ee Os ee : 247 | 372 


OEE AI SERS MOS PS BE RRR eR 464 | 702 


ANALYSIS OF REQUIREMENTS 


Mr. Gary. What about the $6 million ? 

Mr. Forp. On the $6 million, sir, I have also a detailed analysis 
of the requirements for the program for international development. 
The $6 million is analyzed as follows: 

To finance the Office of Technical Cooperation Administration in 
Washington, $1,523,000. 

The departmental expenses of Government agencies, other than the 
Department of State and other than the Technical Cooperation Ad- 
ministration itself, which participate in this program—— 

Mr. WiccieswortH. Which are what.? 

Mr. Forpv. The Departments of Commerce, Labor, Agriculture. 
Would you like the complete list ? 

Mr. WiG6LeswortH. Give me some rough idea. 

Mr. Forp. All right, sir, It is the Department of Agriculture, the 
Department of Commerce, the Federal Security Agency, the Depart- 
ment of Interior, the Department of Labor, the Housing and Home 
Finance Agency, and the Bureau of the Budget. 

Mr. Gary. Part of your expenses go to them ¢ 

Mr. Forp. Yes, sir; $896,000, 

Mr. Gary. Of the $6 million ? 

Mr. Forp. That is right, sir. 

The third item, sir, is the departmental expenses of the State De- 
partment to provide administrative and program support to the inter- 
national development program. That requirement is $550,000. 


GENERAL TECHNICAL SERVICES 


There is a requirement for general technical services of $660,000. 

Mr, WiccLeswortu. What is that? 

Mr. Forp. That is the technical services provided by the other Gov- 
ernment agencies, also. It is distinguished from the other figure 
which I provided for you to cover the backstopping of the field parties 
in the missions overseas. 
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Mr. Wiceiesworrn. What agencies are in this item ¢ 

Mr. Forp. The same agencies, sir. 

Mr. Wiccieswortn. The same agencies get a part of it the second 
time ? 

Mr. Forp. It is for entirely different purposes, sir. The first items 
which I read to you were the general overhead items. The technical 
services items of $660,000 is to provide the complicated calculations 
performed in the United States, such as test of seeds and ores and 
other materials which the field missions require adequately to perform 
their jobs in the countries involved. 

The first item I read to you for the other agencies is for their gen- 
eral administrative overhead and managing the field activities. 

Mr. Wiae_eswortu. What else is there / 


TRAINING SERVICES 


Mr. Forp. The next item, sir, is for training services, $750,000. The 
other Government agencies also participate in that phase of the pro- 
gram, which has to do with providing training for foreign nationals 
and other technicians of the foreign countries, both there and in this 
country. In other words, we train a large number of foreign na- 
tionals, both in the foreign countries themselves and also in this 
country. 

SERVICES TO BUSINESS 


The next item, sir, is services to business of $275,000. That pro- 
gram is allotted to the Department of Commerce to bring to the 
United States businessmen and investors so that they may obtain 
information and learn the operations of the United States in the 
various fields in which they are interested. 

Mr. Wieeieswortn. Is that work not done out of the money that 
is asked for by Dr. Bennett himself¢ This is administrative expense, 
is it not? 

Mr. Forp. Yes, sir; it is. This part of it is the overhead here in 
Washington, which is budgeted under administrative expenses. 

Mr. Gary. That is Dr. Bennett’s office. 

Mr. Forv. That is Dr. Bennett's office. 

Mr. Gary. Dr. Bennett is under the State Department and his 
funds are included in this program. 

Mr. Forp. That is correct, sir. Of course, Dr. Bennett in admin- 
istering the technical development program utilizes the experience 
and the abilities of other Government agencies in assisting him in 
carrying out the program. We find that we can do that part of it 
much cheaper and much more effectively if we utilize the Depart- 
ments of Commerce, Labor, and Agriculture, and so forth. 

Mr. Gary. Dr. Bennett's office is a branch under the State Depart- 
ment and the expenses are paid out of these funds? 

Mr. Forp. That is correct, sir. 

Mr. Wiceteswortu. Off the record. 

(Discussion off the record.) 

Mr. Wiaeieswortu. What is the rest of this? 
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OVERSEAS PROGRAM DIRECTION 


Mr. Forp. The overseas program direction, which is Dr. Bennett’s 
overseas staff, is $1,350,000. ; 

Mr. Wicciesworrn., That is all the workers in the field in the 
various countries ¢ 

Mr. Forp. That is right, sir. If I might, I would like to reiterate 
the statement that the chairman made that all this $6,000,000 is under 
the complete control of Dr. Bennett. 

Mr. Wicciesworru. Is that the complete breakdown of the 
$6,000,000 ¢ 

Mr. Forp. Yes, sir: it is. 


PERMANENT POSITIONS 


Mr. Gary. I now hand you a table showing the average number of 
permanent positions under this program, broken down into Wash- 
ington and the field, military and economic. Will you see if those 
figures are correct ¢ 

Mr. Forp. Yes, sir. May we check those, sir, and have it inserted 
in the record ¢ 

Mr. Gary. Yes. Let it go in the record and you ean check it. 

(The information is as follows :) 


Average number of permanent positions 


Washington Field | 
; ; Total, State 
Fiscal year Total | | ype og 
Military Economic | Washing- Military | Economic!) Total field 
ton 
1950 __ s4 258 342 56.5 345 401.5 743. 5 
1951 174 370 544 181.9 382 563.9 1,107.9 
1952__- 287 788 1,075 343.0 1, 445 1, 788. 0 2, 863.0 


1 The figures for “Field, economic’’ include personne! financial from program funds in titles II and IV, 
as well as those financed from the administrative expense estimate of $6,000,000. The number included in 
the administrative expense estimate only are: 1950, 0; 1951, 22; 1952, 94. 


POSITIONS OF $10,000 AND ABOVE 


Mr. Gary. I ask you the same question with respect to the second 
tabulation, which shows positions at minimum rates of $10,000 and 
above. 

Mr. Forp. Yes, sir. We will verify both these statements, sir. 

(The information is as follows:) 


Positions at minimum rates of $10,000 and above 


Washington Field 
aaa mie _ Total, State 
Fiscal year Depart- 
Military Economic Total Military | Economic! Total ment 
1950 21 11 32 24 8 32 64 
1951 _-- 20 28 48 24 | 24 48 | 96 
1952. __ 41 33 74 52 120 172 246 


i The figures for ‘‘Field, economic’ inelude personnel financed from program funds in titles II and IV, 
as well as those financed from the administrative expense estimate of $6,000,000. The number included in 
the administrative expense estimate only are: 1950, 0; 1951, 10; 1952, 12. 
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ALLOWANCES FOR OVERSEAS EMPLOYEES 


Mr. Gary. The third tabulation is a statement showing the allow- 
ances for overseas employees. 

Mr. Forp. Yes, sir. 

(The information is as follows:) 


Allowances aedsch overseas employees 











Fiscal year Military E Economic ! Total 
1950 IS ite | $665, 205 | $665, 205 
RAS cciapitniic lac tite Sasi emia x oat $16, 963 | 772, 709 | 789, 672 
te ed ee hi RSS ie ; phates 425, 504 3, 671, 865 4, 097, 369 








1 The ecient for ‘Field, economic”’ include allowances paid from program funds in titles IT and IV, as 
well as those paid from the administrative expense estimate of $6,000,000. The amounts included for allow- 
ances in the administrative expense estimate only are: 1950, 0; 1951, $9,036: 1952, $156,062. 


Mr. Gary. Will you please explain the tremendous increase in that 
item from 1951? 

Mr. Forp. It is based on two factors, principally. I do not have 
the detailed analysis of these exact figures, but as we have experienced 
in this country considerable inflation, also the foreign countries have 
experienced even more inflation. The difference between the cost of 
living in this country and overseas countries has risen. Consequently 
we must try to maintain the purchasing power of our overseas em- 
ployees to be the same as that in the United States. 

Secondly, there is an increased number of employees in this budget, 
as the international development program is increasing in size and in 
scope, and consequently in employees. 

Also there is the administrative support to the military missions 
overseas, Which must also be increased to keep pace with the increase 
in the missions themselves. 


OVERTIME IN WASHINGTON 


Mr. Gary. I hand you also another statement showing the over- 
time paid in Washington. 

Mr. Forp. That also appears to be correct, sir; and I will verify it. 

Mr. Gary. We will insert that in the record. 

(The information is as follows:) 


Paid overtime— Washington 


Fiscal year | nes 











| 
| Economic | Total 
Cae Sabet fesohiaiiien: ddslahenjeitnls Sib seanbth kcesidags a onde aaipicinainitoes —| ‘eo 
RAG AIRE Nees IN | $6, 000 000 | $2, 805 | $8, 805 
Assn didn cw har cab ibemeeiy nant} busin wbdt ue eaee 23, 628 | 4, 538 | 28, 166 
GS SCRE AS SPIE Tet TER EEN RR RTS 36, 809 | 6, 000 | 42, 809 
, ae 





WAE EMPLOYMENT, WASHINGTON 


Mr. Gary. The last statement I have shows the WAE aoe a 
in Washington. That is the “when actually employed” emp 

Mr. Forp. Yes, sir. 

(The information is as follows :) 


oyees ¢ 
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WAE employment, Washington (military only, none shown for economic) 


eee ARSC ape RRNA Re eo eR RODE EE Ret e/6" $3,128 
1951 Pe abate Sanh Salis: Sean eke Cb eet Baba, Bias ba Ue Be ae 11, 700 
a eS tigen ca No dae eee 58, 200 


Mr. Gary. These employees are usually paid $50 a day; is that 
correct ? : 

Mr. Forp. That is the maximum, sir. Quite often it is considerably 
less than that. : 

Mr. Gary. Where do they come from? 

Mr. Forv. They come from private industry, from educational 1n- 
stitutions, and fro manywhere that we can find the skills needed for 
a particular program. 

Mr. Gary. These are in Washington. Why do you need all of those 
here in Washington / 

Mr. Forp. We need them, sir, for advice and assistance on develop- 
ing the programs before they are put forward in the field. Quite a bit 
of experience is obtained at a reasonable fee by celling in these experts 
for short periods of time to advise on the needs for a particular coun- 
try, or the manner in which a program in a particular country should 
be conducted. ; 

ANALYSIS OF PERSONNEL, 1951 AND 1952 


Mr. Wiecieswortrit. I wish you would run down those breakdowns 
and give us the number of people in 1952 and in 1951. Take the Office 
of the Director. 

Mr. Forp. I have an analysis here comparing 1951 to 1952, sir. 

Mr. Wice_esworto. How many people do you plan to have in the 
Office of the Director / 

Mr. Forp. In 1952 it is budgeted for 146, sir. 

Mr. Wieerrsworrn. 146; all here in Washington ? 

Mr. Forp. That is right, sir. I might add that in the Office of 
Mutual Security Affairs, which is moving from the State Department 
to the White House, 12 of those 146 will remain in the State Depart- 
ment and it is anticipated 134 will be moved to the White House. 

Mr. Wiceiesworrn. There is nothing to compare with that in 1951, 
because it is brand new / 

Mr. Forp. No, sir. There was a staff in 1951. The figure during 
that fiscal year was 88. 

Mr. WicG.tesworru. How many are in NATO, London ? 

Mr. Forv. In NATO in London in 1952 is the only figure I have here 
at the moment. That is 151 Americans. I was mistaken I do have 
some figures for 1950 and 1951. In fiscal year 1950, when the program 
was just beginning, in the latter part of 1950, they had only 51 em- 
ployees. In fiscal year 1951 it increased to 79 employees. 

Mr. Wiceiesworrn. Administrative support of military missions 
overseas ¢ 

Mr. Forp. The administrative support, including the program di- 
rection, has an average employment denon fiscal year 1950, when the 
program again was just being initiated, of 71.3. In fiscal year 1951 
it is 884.6. The fiscal year 1952 requirement is 1,000.6. 

Mr. Wiacieswortu. Is that all in London? 

Mr. Forp. No, sir. It is throughout Europe and everywhere we 
have a military aid program. 








Mr. Wieciesworrn. How many offices ¢ 

Mr. Forp. 17, sir. 

Mr. WieeLeswortH. What about this Washington support for $886,- 
000% What does that represent ? 

Mr. Forp. I have a breakdown of those figures here for you, sir. 
I would like to point out first, sir, if 1 may, that the figures I have 
just read for administrative support overseas include both Americans 
and locils. The locals are paid from the local currency furnished to 
us pursuant to the bilateral agreements and does not cost the United 
States taxpayer additional money. 

Mr. Wiecieswortn. Does that account for the $3,948,000 equivalent 
in local currencies ¢ 

Mr. Forp. It accounts for a good portion of it: yes, sir. The rest 
of it is used for transportation facilities, communications, et cetera. 

Mr. WiccLeswortn. Give me the Washington support figures. 

Mr. Forp. All right, sir. Would you like that in terms of people, 
sir? 

Mr. WiccLeswortH. Yes. 

Mr. Forp. In the Bureau of European Affairs in 1951 we had 29 
people. In 1952 it is estimated we will require 36 people. 

In the Bureau of Near Eastern and African Affairs in 1951 we had 
three people. In 1952 it is estimated five people will be required. 

Tn the Bureau of Far Eastern Affairs in 1951 we had five people. 
In fiscal year 1952 it is estimated we will require eight people. 

In the Bureau of American Republic Affairs there were no people 
in 1951, since there was no military program in Latin America dur- 
ing fiscal year 1951. However, there is anticipated a program in 
Latin America during 1951, and it is estimated that Bureau will re- 
quire four people. 

Mr. WicG_eswortH. Four people with respect to $88 million ? 

Mr. Forp. That is right, sir. 

Mr. Wiee: eswortu. What are you going to do with that local cur- 
rency, $3,948,000 4 

Mr. Forp. I still have additional people in the Department, sir, if 
vou would like to go on with that. 

Mr. Wicetrswortn. Yes. 

Mr. Forp. I will run down them rather quickly, sir. 

Mr. Wiceieswortn. You mean in the Mutual Security Program? 

Mr. Forp. Yes, sir. All this applies to the Mutual Security Pro- 
gram. 

Mr. \Viectesworik. You are still on the Department / 

Mr. Forp. Yes, sir. 

Mr. Wieeteswortnu. All right. 

Mr. Forp. In the Office of Operating Facilities, which provides all 
the communications services, supply services, transportation. services, 
and so forth, it is estimated that 47 people will be required in 1952. 
There were only 20 people in that office in 1951. I would like to 
explain that that is not a true increase of 27 people, as would be indi- 
cated by these figures, since the staffing in that office did not get going 
until late in the fiscal year of 1951 and the people represented here in 
1951 are only 20. That is not a correct statement of the facts. 

In the Office of Budget and Finance, which does the accounting 
for the program, in 1951 we had 23 people. Iam glad to report that 
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at least in one office we have a reduction of 3 people in the 1952 pro- 
gram, which is 20. 

In the Office of Economic Affairs we had 1 person in 1951 and will 
require 10 in 1952. 

In the Office of Public Affairs we had 10 in 1951 and again estimate 
10 in 1952. 

In the Secretariat we had 9 in 1951 and in 1952 14 are required. 

In the management staff there were 3 in 1951 and 3 again in 1952. 

In the Office of Consular Affairs there were 7 in 1951 and 14 are 
required in 1952. 

In the Office of Personnel there were 4 in 1951 and there are 8 in 
1952 

In the Foreign Buildings Office there was 1 in 1951 and 1 in 1952, 
also. 

In the legal staff there are 4 in both years. 

That is a total for support activities in Washington in 1951, sir, of 
119; and a total of 184 for 1952. 

Mr. WiccLteswortH. How many mutual security advisers are you 
going to have? 

Mr. Forp. They will have 21 in 1950, 28 in 1951, and 63 in 1952. 

Mr. WiccLeswortn. At what salaries? 

Mr. Forp. They range in salaries, sir, including the officers at the 
top, from $10,000 down to the secretaries at $2,000 and $3,000. 

Mr. Wiccieswortu. How many of those are at $10,000 or more? 

Mr. Foro. I do not have that figure with me, sir. 

Mr. Wiccieswortu. Would you put that in the record ? 

Mr. Forp. I would be glad to, sir. 

Mr. Wiccresworrn. In fact, give us the salaries of those 63 ad- 
visers When you revise your remarks. 

Mr. Forp. Yes, sir. As I explained, that is not all officers. It 
includes secretaries and clerical help. 

(The information is as follows:) 


MILITARY PROGRAM, ADMINISTRATIVE EXPENSES 


Analysis of grades and salaries of the mutual security advisory staffs at United 
States Embassies 


Grade and salary range: 
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Mr. WiceieswortH. What about this economic set-up? Give us 
the personnel on that, roughly. You have the Technical Coopera- 
tion Administration. I take it that is Dr. Bennett’s own office. 

Mr. Forp. Yes, sir. There is a total requested for the interna- 
tional development program of 1,233 people. 

Mr. WiceLeswortH. Here in Washington? 

Mr. Forp. No, sir; that is the grand total. 

Mr. Wicctesworrn, That includes the $6 million? 

Mr. Forp. That is correct, sir. 

Mr. WiccieswortH. It represents 1,233 people. 

Mr, Forp. Yes, sir. 

Mr. WicGcLeswortH. What was the figure a year ago for fiscal 
year 1951? 

Mr. Forp. Fiscal year 1951 was 757. 

Mr. WiceteswortH. Just run down those half dozen items that you 
gave us and give us the figures for the 2 years, if you have them. 

Mr. Forpv. I do not have a complete breakdown here for the 2 
years. Ido have the 1,233 broken out by agencies, sir. 

Mr. WicGLeswortH. Just give us those seven divisions if you can. 

Mr. Forp. All right, sir. For Dr. Bennett’s immediate office it is 
a total of 250 in 1951, and 371 in fiscal year 1952. By immediate 
office I mean his entire staff to administer the total program. 

Mr. WiceLeswortu. Three hundred seventy-one and two hundred 
fifty ? 

Mr. Forp. That is right, sir. 

Mr. WicGieswortu. Can you give us the other agencies? 

Mr. Forp. I can give it to you in other than the State Department. 
In 1951 we had 74; 1952 we are requesting 104. 

Mr. WicciEesworrH. State Department support? 

Mr. Forp. That is right, sir. 

Mr. WicGLeswortu. For “State Department support”; how much 
is that? 

Mr. Forp. That is State Department. I made a mistake a moment 
ago, sir, in saying that was other than State Department. That is 
State Department other than the Technical Cooperation Administra- 
tion itself. 

Mr. Wicctesworru. What is the other one? 

Mr. Forp. The agencies other than the State Department and 
other than Dr. Bennett’s staff are 143 in 1951 and 167, for 1952. 

Mr. WicGteswortu. That is for 1951, 210 people? 

Mr. Forp. No; 143 in 1951 and 167 in 1952. There are two other 
items I will have to give to you, sir. 

This is for the other agencies engaged in the technical services and 
training services; 209 people in 1951 and 347 people in 1952. 

Mr. Wiccieswortu. General technical services? 

Mr. Forp. And training services. 

Mr. Wiccteswortu. And services to business? 

Mr. Forp. Including services to business. I think you will find that 
those figures, sir, total to the 1,233 that I cited to you a moment ago. 

Mr. WicoteswortH. And you do not have part ta in here for your 
overseas program direction? That is not included in the 1,233? 

Mr. Forp. Yes, sir; it is. We do have overseas; 81 in 1951 and 244 
in 1952. That is for the overseas direction of the program. 

Mr. Wicc.eswortu. I have two other questions. 
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LOCAL CURRENCY 


First, what are you going to do with the local currency of $3,948,000? 

Mr. Forp. That part, sir, is for the military ty og only. 

Mr. WiGGLEswortH. Yes: I neglected to ask for that. 

Mr. Forp. That fund is used to pay the salaries of local employees, 
to pay the allowances of the American employees overseas, to pay all 
the transportation, supply, equipment costs that can be met with local 
curriencies. 

Mr. Wiccateswortu. How many overseas personnel are there? 

Mr. Forp. In the military ? 

Mr. Wiceteswortn. In the military picture, in that $3,948,000. 

Mr. Forp. Four thousand three bandieed and twenty-five. 

Mr. Wiceteswortu. Have you a comparable figure for 1951? 

Mr. Forp. In 1951 it was 1,074. In 1952 it is 1,267. 

Mr. Wiaeteswortu. I thought you just told me it was 4,375. 

Mr. Forp. I did, sir. That included the military personnel them- 
selves financed from the Defense Department portion. 

Mr. WiceLeswortH. How many local personnel are there? 

Mr. Forp. Eight hundred and ninety-five. 

Mr. Wiccteswortu. This request for administrative costs is based 
on a 12 months’ operation ? 

Mr. Forp. That is correct, sir. 

Mr. Wicereswortn. That is all, Mr. Chairman. 


ADDITIONAL AREAS FOR ECA OPERATIONS 


Mr. Gary. I would like to ask one question of Mr. Garwood. 

As I understand it, so far as the ECA is concerned, this act in- 
creases your duties by adding additional areas; is that correct? 

Mr. Garwoop. That is correct, Mr. Chairman. 

Mr. Gary. What are those areas? 

Mr. Garwoop. They include India and Pakistan in south Asia; Iran 
in the Middle East; Yugoslavia in Europe; and any other countries 
that may be added. 

Mr. WiccieswortH. That is the customary addition ? 

Mr. Garwoop. Customary additions, sir. 

Mr. Gary. Although those additional areas have been added to the 
ECA programs which will impose upon you additional duties, be- 
cause of the provisions of the authorizing legislation your force will 
be cut 10 percent? 

Mr. Garwoop. Below the August 31 employment; yes, sir. 

Mr. Gary. That 10 percent reduction has been taken care of in the 
figures which are submitted here? 

Mr. Garwoop. Yes, sir; the estimates before you fully reflect the 
10 percent reduction in employment. 

Mr. WiecLeswortu. That 10-percent reduction is compulsory under 
the law in its present form? 

Mr. Garwoop. Yes, sir. 

Mr. Gary. I just wanted to bring out in the record that it has been 
taken care of in the figures. 

Mr. Garwoop. And must be put into effect by January 1, next. Our 
average employment for the year will be slightly higher than the 
January 1 employment as the reduction from current levels is in full 
effect only during the second half of the year. 

Mr. Gary. Thank you, sir. 
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Monpbay, Ocroser 8, 1951. 


STATEMENT OF SECRETARY OF STATE 





WITNESSES 


HON. DEAN ACHESON, SECRETARY OF STATE 
CHARLES A. COOLIDGE, DEPUTY DIRECTOR, OFFICE OF INTERNA- 
TIONAL SECURITY: AFFAIRS 


Mr. Gary. Mr. Secretary, we are very glad, indeed, to have you 
with us this afternoon. As I explained this morning when Secretary 
Lovett appeared we are reversing our normal proceedings. It is cus- 
tomary in these hearings to start off with the Secretary and then take 
up the detailed items. At the time we commenced our hearings you 
were in Ottawa, and therefore we have reversed the process and have 
gone over the various items, item by item, as submitted to the com- 
mittee. 

We shall be very glad to hear from you at this time as to polieies and 
the general program. 

Secretary Acnreson. Thank you, Mr. Gary. 


HON. KARL STEFAN, OF NEBRASKA 


Mr. Chairman, if I may take just a moment before getting into 
the bill, this is the first time that I have appeared before any of the 
subcommittees of the Appropriations Committee since the very tragic 
death of your colleague, Karl Stefan. I would just like to say to the 
subcommittee that I and all of my colleagues in the State Depart- 
ment feel the deepest sense of personal loss at Mr. Stefan’s death. I 
myself have worked with him for more than 10 years. He was, as 
you know, on the State Department Subcommittee of the Appropria- 
tions Committee, and his deep love of this country, his high sense of 
public duty, his courtesy, his wisdom, his kindness and his great inter- 
est in the State Department have been an inspiration to all of us. 

I thought, as I entered the building today, that we have had a loss 
which nothing can repair, in his death. 

Mr. Gary. I appreciate those remarks, Mr. Secretary. I am sure 
that this committee and all of the Members of the Congress agree 
with you thoroughly. I had the privilege of serving for 2 years on 
the State Department subcommitteé when Mr. Stefan was the chair- 
man of it. He did an excellent job and I do not think there is a single 
Member of Congress who was more respected and more beloved. 


GENERAL STATEMENT 


Secretary Acurson. Mr. Chairman, I have only a few observations 
to make in regard to the bill which is before the committee and I shall 
try to do so very briefly and then put myself at the disposal of the 
committee and, perhaps, if you wish, report to you off the record on 


one or two matters with which I have been occupied recently. 
Turning to this particular bill, it is my earnest hope that the Con- 
gress will appropriate the full amount which has been authorized 
security bill. The amount for which the administra- 


in this mutua 
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tion asked we thought was about a minimum to get through with the 
program. The Congress thought otherwise, reviewed it, and has 
made some rather drastic cuts. That has been done. We accept the 
judgment of the Congress and we shall proceed, of course, on that 
basis. We earnestly haps that there will not be further cuts made 
in the amount available to us, because we think it will imperil the 

program which we are trying to carry out. 

That program, it seems to me and to my colleagues in the Depart- 
ment of State and Department of Defense and in the old ECA, is not 
merely a question of foreign aid. It is really a question of national 
defense. What we are considering here is an absolutely essential 
adjunct, in our view, to the national defense program of the United 
States and therefore the questions before the committee are not 
whether to give a little more or a little less to some foreign aid pro- 
gram, but whether we can afford in the national security to cut this 
program any further. 

It is, as other witnesses have told you, a program which has to do 
with the attempt to correct as quickly as we possibly can correct, the 
very serious imbalance‘of power which has been created in the world 
since the end of the last war. That imbalance is brought about by 
the fact that the countries of Western Europe were greatly weakened 
as the result of the war. Many of them were occupied; many of them 
had their whole military establishments dissipated, their economies 
ruined, their trade connections destroyed and their financial stability 
gravely imperiled. 

For a time at the end of the war the power of the United States 
really filled the vacuum which was created first by the weakness of 
the countries which had been occupied or overrun during the war and 
secondly the vacuum which was created by the defeat of Germany and 
Japan and the disarming of Germany and Japan. We had a tre- 
mendous Army, Navy, and Air Force at the end of the war. Very 
shortly that was demobilized. A great deal of the matériel was dis- 
posed of and the force which had really held the balance in the world 
disintegrated. 

What we have been attempting to do in the last few vears is to 
repair that situation hastily and help our allies to regain some military 
power of their own and to build up our own military power. 

It has seemed to the President and those of his advisers who are 
involved in this matter that that is the surest and, indeed, the only 
guaranty that we can have, if one can call it a guaranty, of peace. At 
least it is the greatest insurance of peace that there is. 

We have been moving, without going over old history, from the 
tremendous effort which was made in the Marshall plan to restore 
the economies of Western Europe and some other parts of the world, 
into the North Atlantic Treaty, the mutual defense effort and finally 
the development of an integrated army, an integrated military force, 
with each nation playing its part under the North Atlantic Treaty, 
the creation of the Eisenhower command. More and more we are 
getting one direction and one force which can, we hope, preserve the 
peace and protect Western Europe and our own security which is 
vitally involved. 

It is most important that we should not lose the speed; indeed, it 
is very important, if possible, that we should accelerate the speed. 
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The period during which one is building strength is perhaps the most 
dangerous period. One has to get through that period as quickly as 
possible, at the same time not undermining the economies of the vari- 
ous countries involved, because if those are undermined, then you 
really have defeated yourself. 

You cannot have military power based upon a shaky economic 
foundation, and even a good economic situation without any military 
defense is not adequate or safe. 

Therefore this program is going forward and we hope that it will 
go forward without further impairment or further cuts. 

To mention briefly a few of the figures, title I is the title which 
deals with the defense of Western Europe. There the military items 
have been cut $265 million. The economic items have been cut from 
$1,675,000,000 to just over a billion, a cut of about $650 million. That 
has gone, we think, to the extreme limits of what is workable. It may 
be that it has gone too far. 

As we look back on the bill, it seems to us that $1,675,000,000 was on 
the low side for economic help. The economic position of Western 
Europe from the defense point of view is absolutely vital. It is not 
possible for these countries to maintain a burden which they have to 
maintain, and to superimpose a rearmament program on industrial 
recovery, without some help from us. 

Their whole economic margin is so thin that as you begin to divert 
effort from civilian requirements, either those of export or those of 
consumption or those of capital formation, to an armament program, 
you cut very deeply into some vital parts of domestic economy. There- 
fore it is the economic help as an adjunct to the military effort which 
is of the greatest importance. 

This program as it stands after the Congress has acted on it today 
is one which, as I say, is about the minimum, if not below the minimum, 
which is workable. And therefore we strongly urge that there should 
be no further cut in that. 

The next two titles are of great importance, but involve much smaller 
sums of money. The Middle East one involved originally $415 mil- 
lion for military aid, which was cut to $396 million; and for economic 
aid the story is somewhat more complicated. That has really been cut 
$15 million. It was $125 million and the Congress raised it to $160 
million, but provided that $50 million of this should be used for refu- 
gees in Palestine. Therefore, there is $15 million less available for 
other activities which were in the bill. 

Mr. Gary. That item was not included in the bill? 

Secretary Acueson. No; that was not included. The original re- 
quest was a request for $125 million of economic aid. The Con 
increased that to $160 million, but provided that $50 million should be 
used for something which was not in the bill before. 

There was $50 million for the resettlement of Palestine refugees who 
had gone out of Palestine as a result of the fighting. 

This part of the bill deals with that vitally important and ve 
worrying part of the world which is at the eastern end of the Medi- 
terranean, the northern part of Africa, and stretches through the 
Middle East over to and includes India. Iam prepared to talk a little 
bit off the record about this part of the world later on. But it is of the 
greatest possible importance that everything be done which we can do 














a al 


é 
“] 
3 
3 
) 











789 


to help work with those countries in sorely some kind of a defense 
the 


so that the whole eastern Mediterranean, uez Canal, the great oil 
resources, and the great populations of that part of the world ma 
have some kind of a defense in depth, which does not now exist, and, 
therefore, I should not believe it possible that any less money could be 
effectively used in that area. 

The next area is the Far East. There the original request was for 
$555 million of military assistance, which was cut to $535 million. It 
was a reduction of $20 million. The economic assistance of $375 mil- 
lion was reduced to $237,500,000. This part of the world is the part 
where actual fighting is going on at the present time. In almost all of 
these countries there is some form of military clash with Communist 
elements. 

We are very familiar with it in Korea. It is going on in Indochina. 
There is fighting in the Philippines. There is the threat, of course, 
of fighting in Formosa. The British are conducting a very vigorous 
military campaign in Malaya, which has just resulted in the death of 
the Governor-General. There is trouble in Indonesia. All of this 
area is very disturbed. So that the military assistance and what small 
economic assistance is in here is very essential in the struggle which 
is going on there. 

ou are familiar with the general situation in Indochina which has 
been reviewed for you by some of my associates and also those in the 
Defense Department and the ECA. General de Lattre has just been 
over here and you know how vital it is support the French military 
effort and the Indochinese effort in that area. 

There has been some question from time to time about the amount 
which has been put in here for Korean reconstruction. That was 
originally $112 million. It was cut to $45 million. We think it most 
essential that that should stay in if, as we hope, there is going to be 
an armistice in Korea. There will be a tremendous let-down if there 
are not funds available to begin some kind of reconstruction in South 
Korea, and if we came to an armistice and then had to come back and 
get an authorization bill and an appropriation bill after that, it might 
have a very bad psychological effect. 

Mr. Gary. You do have $50 million there of transferred funds 
which you are authorized to spend ? 

Secretary AcHEson. Yes. 

Mr. Gary. In addition to the $45 million; so that it is really $95 
million instead of $45 million ? 

Secretary AcHeson. Yes; that is correct, Mr. Gary. The Latin- 
American part of the bill is a very modest part. It is $38 million for 
military assistance and $21 million for technical assistance. The 
military assistance here is, as you know, directed chiefly to helping the 
countries of Latin America get into a position of being able to carry 
their own defense in the event of trouble and not requiring, as was 
necessary in the last war, diversions of important military units from 
the United States. The economic assistance is the continuation of 
programs which have been going on for many years. 

That is the broad picture of the authorization as it has come to you 
from the Congress. We think this‘is vital. We think it is an essential 
part of our own defense and we hope profoundly that the committee 
and the Congress will appropriate the full amount of the authorization. 
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That covers about what I would like to say in an opening statement. 
I understand that the committee would like to hear from me about 
some of the things which were discussed at Ottawa and I should be 
glad to do that. I should prefer to do that, if I may, off the record, 
because that is the way I did it with the Senate Committee on Foreign 
Relations and the House Committee on Foreign Affairs. And if that 
is agreeable to the committee, I shall go sheath or perhaps you would 
rather ask me some questions now ? 

Mr. Gary. I think it would be better if you proceed, Mr. Secretary, 
and make your statement on that off the record at this time. 

(Statement off the record.) 

(Discussion off the record.) 

Mr. Gary. Any questions, Mr. Wigglesworth ? 


FINANCIAL CAPABILITY OF UNITED STATES TO SUPPORT PROGRAM 


Mr. WieeLeswortn. Mr. Chairman, we had Secretary Lovett here 
for 214 hours this morning, and we have had Secretary Acheson for 
over an hour, either off or on the record, this afternoon. I would 
like to ask one further question, which I asked of Secretary Lovett 
this morning, and which has been discussed somewhat off the record. 

General Eisenhower in a recent telegram to the chairman of the 
Committee on Foreign Affairs of the House said, among other things, 
that— 

It should be understood that no recommendation of mine is intended to urge 
upon the interested committees any expenditure that is beyond the United States 
capability to support during the critical years during which the current tensions 
may logically be expected to persist. 

I assume as Secretary of State and as a member of the Cabinet that 
you feel we are in a position economically to carry the burden 
represented by the program recommended, and specifically by the 
appropriations now under consideration ? 

Secretary AcnHrson. Yes; Mr. Wigglesworth, I do. Of course, 
economic judgments of that sort are outside my field, but from what 
those who are charged with responsibility in this field tell me, I believe 
that we can and should and that it is to our security interest to 
do this. 

Mr. WiccieswortH. I have no further questions. 

Mr. Couprerr. I would like to ask a few questions, if I may, Mr. 
Chairman. 

I am sure that our able Secretary of State from his own experience 
and vast knowledge of public affairs appreciates our concern over 
the possible consequences of these enormous burdens upon the man- 
power and resources of the United States. We only completed action 
on an enormous military appropriation the other day in the House, 
which provides for the maintenance and equipment of some thirty- 
odd infantry divisions, plus Air and Navy. Now, I understand 
that a large proportion of those Army and Marine divisions are not 
earmarked in any way for foreign assignment at the present time 
and that many of them are being maintained on a war footing in the 
United States with full equipment. 
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EQUIPPING OF EUROPEAN DIVISIONS 


You speak of the pressure to speed up the rearmament of Western 
Europe and the establishment of the NATO army. Would it be 
to our advantage, if there were a matter of choice, to send weapons 
and equipment to the European divisions before equipping divisions 
that are slated to remain indefinitely in the United States? 

Secretary AcuEson. Well, I think that this is being worked out 
by the Defense Establishment on a basis of pari passu. 

Mr. Coupert. The point is that the existing appropriations, as I 
read the testimony before the other subcommittee, the Defense Sub- 
committee, will provide for full equipment of all those American 
divisions, many of which are not earmarked for foreign service at 
this time. At the same time we are asked in this bill to provide $5 
billion for European arms and equipment. The question that occurs 
to me is: In view of the enormous pressure upon the American 
economy, of the over-all picture of military procurement, why would 
it not be justifiable at this time to reduce the amount of equipment 
in the fiscal year going to the American divisions and to divert that 
equipment to NATO purposes under this bill, assuming that it were 
provided by law and permissible? 

Secretary Acnrson. Mr. Coudert, you have really asked me ques- 
tions which are outside my competence. I just do not know enough 
to answer that question. 

Mr. Coupert. It is part of the over-all military picture. 

Secretary Acnreson. What I understand is that in order to get the 
production of the long lead-time items which have to be had, both 
for the European forces and for our own, the funds that have been 
asked for in this bill and in the military bill have to be used and can 
be used in such a way that you get a constant flow of these items 

‘rather than spurts and stops. 

So far as the division of those items of equipment is concerned, 
I understand that that will be done on a basis so that—unless there 
are heavy drains on us which we do not anticipate—we can keep pace 
with the formation of military units on the Continent, giving them 
first of all what is necessary for training purposes and then what 
is necessary for full equipment. That is about all I know about it. 
I do not think I can throw very much more light on it. 

Mr. Covupertr. Well, you might be confronted with the question 
of priorities. If you entertained any doubt as to the capacity of 
the United States to carry this kind of a program for the next 2 
or 3 years without breaking its back economically and suffering a 
disastrous inflation, would you think it to the greater advantage of 
our current over-all foreign policy to supply in the first instance the 
needs of General Eisenhower’s European divisions rather than to 
maintain fully equipped an additional number of divisions here in 
the continental United States? 

Secretary Acueson. I think I would really have to go into the 
thing in the light of the specific facts which were involved before I 
could answer it. The main outlines of policy which are involved are 
that it is my judgment that it is essential you have strength in the 
«enter, and that is the United States strength. 
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Mr. Coupert. Is the State Department not consulted when such 
important decisions are made as the establishment and maintenance 
of a military force as large as 3.5 million men? Has that no relation 
to our foreign policy ? 

Secretary AcuEson. Oh, yes. We have been very deeply involved 
in all these matters. What you are now asking me is to assume, 
if we could not do what we plan to do, what alternative steps could 
Irecommend. I would want to study that. 

Mr. Coupert. I am asking you what would be the effect of slowing 
up by 1 year, if you will, the full equipment of three or four or five 
American divisions slated to remain in the United States, less what 
was needed for training, and diverting the balance to the European 
Army so as to hasten the speed-up there and at the same time reduce 
the over-all economic burden on the United States. That is the ques- 
tion. I think it is a very important question and goes to the heart 
of this problem. 

Secretary Acueson. I think it would be very serious indeed. I 
do not know just what the answer to that would be. 


SUPPORT FOR INDOCHINA 


Mr. Coupert. This bill provides a substantial sum for military 
equipment for Indochina. What commitments or assurances have 
we made or given to the French with respect to military or economic 
yey stato 

ecretary AcHEsON. We have worked out under existing legislation 
programs for Indochina, some of which are already completed and 
some of which are in the course of completion at the present time. 
Under this bill we have worked out with the French and the associated 
States a program which would be the program to be carried out if 
the Congress gives us the money. If the Congress does not give us 
the money, then, of course, we have to adjust the program to the funds 
we have. We have made no future commitments because we cannot 
make any until the Congress has given us the funds. 

Mr. Coupert. Have we made any assurance or commitment as to 
military participation or assistance? 

Secretary AcHeson. Our own military / 

Mr. Coupert. Yes. 

Secretary AcHEson. No; there are no commitments made of any 
sort. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Couperr. Thank you. 

Mr. Gary. Are there any further questions! 

Mr. Coupert. Not from me, Mr. Chairman. I appreciate the Secre- 
tary’s answers, and I think they have been very enlightening. 

A scan cgi Acuerson. Thank you. I have been very happy to answer 
them. 

Mr. Gary. Mr. Secretary, we appreciate your testimony on this 
matter, you have made a very substantial contribution to the com- 
mittee in its effort to reach a conclusion on what I consider to be one 
of the most important bills that has faced us this entire session. 
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Secretary Acnrson. Thank you very much, sir. I am always de- 
lighted to come up here, and delighted that the chairman of the Ap- 
propriations’ Committee came in today and sat with us for a while. 
(Discussion off the record.) 


LANGUAGE PROVISIONS 


Mr. Gary. Mr. Murphy, will you proceed ? 

Mr. Mourpny. I have asked Mr. Garwood of ECA and Mr. Aitken of 
TCA in the Department of State to stay to discuss this matter. As 
I pointed out a little while ago, the provisions appearing under the 
section labeled “General Provisions” in the language that was sub- 
mitted to you by the Director of the Budget—— 

Mr. Gary. The language appearing under “mutual security,” as I 
understand it, is identical with the provisions of the authorization bill 
in every instance; is that correct? 

Mr. Morpny. Yes, sir; with one exception. There is a provision 
under “Military Assistance,” in title I, for an appropriation to liqui- 
date contract authority authorized in the fiscal year 1950, and that 
specifically was not mentioned in the authorizing legislation. But, 
if you will recall, in the 1950 authorizing bill there was contained 
sakes title I authority to incur obligations totaling $1 billion for which 
appropriations in cash were made for 50 percent and the remaining 
50 percent was contract authority. 

Last year, in fiscal 1951, $455 million-plus was appropriated par- 
tially to back up that contract authority, and this $44,476,271 is the 
balance sanaiiun fully to fund that contract authority. 

Mr. Gary. Which was authorized by the Congress in 1950? 

Mr. Murpny. Yes, sir. 

Mr. Gary. Now will you proceed with the language under the gen- 
eral provisions ¢ 

Mr. Mureny. With regard to the language under “general pro- 
visions,” with the exception of two items, each of the authorities con- 
tained have previously appeared in the appropriation acts for either 
the Economic Cooperation Administration or the Act for Interna- 
tional Development, or in both. I have asked, as I said, Mr. Aitken 
and Mr. Garwood to stay here to discuss the details and answer any 
questions the committee may have with regard to this language. 

Mr. Gary. What I would like you to do is to discuss those two 
items and then place in the record a statement containing an explana- 
tion of each of these provisions. 

Mr. Morpny. The two instances that appear in this proposed lan- 
guage which have not appeared before—that is identically—are the 
authorization for the purchase of not to exceed 10 aircraft and the 
purchase of not to exceed 50 passenger motor vehicles. Both of those 
are requirements of the Technical Cooperation Administration. The 
passenger automobile provision appeared in previous acts. For ex- 
ample, in 1951, there was authority for the purchase of 12. 


PURCHASE OF MOTOR VEHICLES AND AIRPLANES 


Mr. Gary. Why do you need 50 passenger motor vehicles? 
Mr. ArrKen. Those will serve approximately 350 headquarters 
personnel. 
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Mr. Gary. Where? 

Mr. AirkeN. Overseas. By headquarters personnel I mean people 
who are located at the capital cities and therefore who have official 
business to transact with the ministries of other governments. Our 
people who go out in the field, who do the work out in the bush will be 
traveling in jeeps and carry-alls and pick-up trucks and such vehicles. 
So our passenger-carrying vehicles are limited to the capital cities. 

Mr. Gary. Where do you propose to use those? Do you have a 
statement of that! 

Mr. Arrxen. I do not have a statement by countries. We do know 
that there will be 198 people in title IT countries and 140 people in the 
Latin-American countries. We have not yet worked out the exact 
country assignment of all these 50 vehicles at the present time. 

Mr. WIcGLEswortH. How many vehicles have you now / 

Mr. Arrken. We had 57 cars on inventory June 30. 

Mr. WiccLeswortn. And you want to add 50? 

Mr. Arrgen. Right. That will give us a total of 107 cars? 

Mr. Gary. Are these additions or r replacements ! 

Mr. Arrken. These are additions. In addition to that, we are re- 
placing 24 of the 57 we have on hand. There are two factors that 
T think are quite important in the matter of replacements. In these 
countries where these cars are used, they are used on the most horrible 
roads and the life of the car is very short. In addition, especially in 
the title II countries, there is no public transportation in some of 
the places, just none at all and we either have to have a car or walk. 
There is nothing in between. We feel that our request is conservative. 

Mr. Gary. What kind of cars will you you use, foreign-made cars? 

Mr. Arrken. We will use United States cars. We feel there is a 
certain amount of prestige there. After all, this is a technical co- 
operation demonstration and teaching program. 

Mr. Gary. Will you furnish for the record a statement showing 
where the present cars are located and where you propose to locate 
these additional cars? 

Mr. AirKen. By country? 

Mr. Gary. Yes. 

Mr. Arrken. Yes, sir. 

(The information is as follows :) 
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Mr. WieGLeswortu. Are these automobiles to be used overseas ? 

Mr. Arrxen. That is right. 

Mr. Wiaeteswortn. In field work ¢ 

Mr. ArrKen. That is right. 

Mr. WiecLeswortu. Saturdays and Sundays as well as weekdays ? 

Mr. Airken. For official business. They are limited to official-busi- 
ness purposes. If the men are working on Saturdays and Sundays, 
and they will be in some of these countries, they will use the cars. 


USE OF AIRPLANES 


Mr. Gary. What are the planes for? 

Mr. ArrKken. Primarily for crop dusting. We can buy light planes 
equipped for dusting crops for under $6,000. We made a calculation 
here that under one contract we had in effect this year we were paying 
$85 an hour to get crop dusting done. We have another outfit that 
has submitted a bid of $52 an hour, which was accepted on another 
contract. Those, incidentally, are the only two companies that we can 
get to bid on this type of work. We can run Government-owned 
planes, including gas and oil, depreciation, storage and upkeep, for 
$17.50 an hour. We could pay for a plane in 2 months’ time. 

Mr. Gary. How many are you asking for? 

Mr. Arrxen. Ten. 

Mr. Gary. Where will you use them ¢ 

Mr. Arrken. We figured that those would be split. We will prob- 
ably use three in Central and South America and the other seven in the 
Near East countries. 

Mr. Gary. Do you have any planes now / 

Mr. Arrken. We do not. I might add that we also plan to use the 
planes, whenever they are available, for the transportation of our own 
people. I might cite an example. Horace Holmes who is stationed in 
India finds tremendous difficulty in getting about. The technicians 
working on the program, if they attempt to travel by car and they 
happen to run into a bazaar or a fair which is going on, they might 
start out at 8 o'clock in the morning and get back at 4 o’clock the next 
morning without ever getting to their destination, the roads in India 
are so horrible, while in a plane it would only be a matter of 30 or 
40 minutes. Despite the bad condition of the roads he states that he 
will have no difficulty in getting maintenance work done on the planes. 

Mr. Gary. Do they have landing fields ? 

Mr. Arrken. Yes. Road transportation is so inadequate that they 
have expanded their use of light planes quite a bit and they have land- 
ing fields. 

Mr. Wiccé_eswortH. How much are you going to pay for these 
planes ¢ 

Mr. Arrken. These planes will be the light type which will run 
about $6,000 equipped for spraying and dusting. That is about 
$5,500 for the plane and $500 for the dusting apparatus. 


LIMITATION ON ENTERTAINMENT WITHIN UNITED STATES 


Mr. GARY. I notice you have a $20,000 limitation on entertainment 
within the United States. 
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Mr. Morpuy. Fifty percent of that is for the Economic Cooperation 
Administration or Mutual Security Agency under the new name and 
50 percent of it is for the Technical Cooperation Administration. 
Perhaps Mr. Garwood would like to speak about that. 

Mr. Garwoop. We had in our limitation last year $20,000 for en- 
tertainment. We obligated for entertainment in the neighborhood of 
$10,000 and have requested that much for this year. It is to cover such 
items as Mr. Rooney was mentioning a few days ago—if a technical 
assistant’s team comes in, that would come out of this account. It is a 
reasonably modest amount in terms of our prior-year authorizations 
for entertainment. 

Mr. Gary. You say you had $20,000 last year and you are request- 
ing $20,000 this year? 

r. GaRwoop. No, sir. We had $20,000 last year for the ECA. 
This year we are requesting $10,000 as a limitation and the Technical 
Cooperation Administration is requesting $10,000. 

Mr. Gary. So you are cutting the amount for ECA in half? 

Mr. Garwoop. For a total of $20,000 for the two agencies combined. 

Mr. Gary. It means that you are cutting your ECA fund in half? 

Mr. Garwoop. Yes, sir. 

Mr. Arrxen. In our particular case I might add that this, of course, 
is used for the entertainment of foreign nationals. It is primarily 
directed at the trainees who are brought to this country. We made 
862 awards this last year so the amount available will run ee: 
imately $10 per trainee for miscellaneous expenses, generally a Christ- 
mas party or a 4th of July party to make them feel a little more at 
home over here. We feel that these few extra dollars are a good in- 
vestment. 


ATTENDANCE AT MEETINGS 


Mr. WiceieswortH. How much do you expect to spend for attend- 
ance at meetings? 

Mr. Murpny. We have no specific estimate of that requirement, 
Mr. Wigglesworth. 

Mr. Wiccieswortu. I wish you would give us one. Are you going 
to those meetings in the planes? 

Mr. Morrny. The planes will be used overseas. The attendance- 
at-meetings provision is intended primarily to cover meetings in the 
United States, I believe. 

Mr. Wiceeteswortu. Tell us how much you spent last year for that 


urpose. 
. Mr. Morpnry. I will put a statement of that in the record. 

(The matter referred to follows :) 

Expenses for attendance at meetings, for all agencies during fiscal year 1951, 
from appropriation acts included under the Mutual Security Act for 1951, were 
$19,055. 

Mr. WiccteswortH. We might want to put a limitation on the 
amount available for that purpose. 

Mr. Morpnuy. Very good, sir. 

Mr. Gary. You will furnish us an explanation for the record of the 
language provisions? 

Mr. Mourpny. Yes, sir. 

(The matter referred to follows :) 
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MUTUAL SECURITY 
EXPLANATION OF 1952 LANGUAGE UNDER HEADING “GENERAL PROVISIONS” 


The language included under this heading carries forward certain substantive 
provisions from fiscal year 1951 appropriation language for economic coopera- 
tion and international development, and provides authority to perform certain 
administrative and operating functions, most of which must be expressly author- 
ized in the appropriation language, and have been authorized heretofore. 

“rents in the District of Columbia;” this language is required when such 
expenses are anticipated because of prohibitory statutes (40 U. S. C. 34). 

“expenses of attendance at meetings concerned with the purposes of such 
appropriations ;” required because of prohibitory statutes (31 U. S. C. 551 and 
5 U.S. C. 88). 

“hire of passenger motor vehicles; purchase of not to exceed ten aircraft 
for use Outside the continental limits of the United States and maintenance, 
operation, and hire of aircraft; purchase of not to exceed fifty passenger motor 
vehicles for use outside the continental limits of the United States and, in 
addition, passenger motor vehicles abroad may be exchanged or sold and re- 
placed for an equal number of such vehicles ;” purchase, hire, and exchange of 
aircraft and passenger-carrying vehicles must be specifically authorized in the 
appropriation language because of prohibitory statutes (5 U. S. C. 78). 

“transportation of privately owned automobiles ;” required because the Comp- 
troller General has held that privately owned automobiles are not “household 
goods and personal effects.” To permit transportation of privately owned auto- 
mobiles for employees overseas, specific language is required. 

“entertainment within the United States (act to exceed $20,000) ;” the Comp- 
troller General in decisions Nas indicated that because entertainment expenses 
are unusual, they must be specifically authorized in the appropriation language. 

“exchange of funds without regard to section 3651 of the Revised Statutes 
(31 U. S. C. 548) ;” this waiver is required to permit exchange of United States 
dollars for foreign currencies which are required in the conduct of business in 
foreign countries. 

“loss by exchange ;” to protect disbursing officers from losses resulting from 
fluctuation in the exchange rates. Without the language such officers would be 
liable for losses. 

“expenditures (not to exceed $50,000; of a confidential character other than 
entertainment provided that a certificate of the amount of each such expenditure, 
the nature of which it is considered inadvisable to specify, shall be made by 
the Director or Deputy Director of Mutual Security, and every such certifi- 
cate shall be deemed a sufficient voucher for the amount therein specified ;” 
as expressed in the language this authority is desired to be utilized for expenses 
of a confidential character, the nature of which it is considered inadvisable 
to specify on the face of documents. 

“insurance of official motor vehicles in foreign countries; the Comptroller 
General has held that unless specifically authorized, insurance premiums can- 
not be paid. It is considered to be in the interest of the participating agencies 
to have this authority. 

“acquisition of temporary quarters outside the continental limits of the United 
States to house employees of the United States Government by rental (without 
regard to section 322 of the Act of June 30, 1932, as amended (40 U. S. C. 278a)), 
lease, or construction and necessary repairs and alterations to such temporary 
quarters ;” The waiver pertains to the law which limits the annual rental to 
15% of the fair market value of the property and alterations and repairs to 
25% of the first year’s rental. Where quarters are difficult to obtain, it may be 
necessary to make payments in excess of those specifically authorized by law. 

“health and accident insurance for foreign trainees and technicians while en 
route or absent from their own countries participating in activities authorized 
under the Mutual Security Act of 1951;” The Comptroller General holds that 
insurance policies cannot be paid without specific authority. It is considered 
in the interest of the U. S. to pay insurance premiums on policies of foreign 
trainees and technicians. 

“actual expenses of preparing and transporting to their former homes in the 
United States or elsewhere the remains of persons or members of the families of 
persons who may @ie while such persons are away from their homes participating 
in activities under the Mutual Security Act of 1951;” This authority is similar 
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to legislation now available to employees employed under the Foreign Service 
Act of 1946 and it is desirable to have similar legislation for employees who may 
not be employed under Foreign Service regulations. 

“and services of commissioned officers of the Public Health Service and of the 
Coast and Geodetic Survey, and for purposes of providing such services the 
Public Health Service may appoint not to exceed 20 officers in the Regular Corps 
to grades above that of senior assistant, but not above that of director, as other- 
wise authorized in accordance with section 711 of the Act of July 1, 1944, as 
amended (42 U. 8S. C. 211la), and the Coast and Geodetic Survey may appoint 
for such purposes not to exceed 20 commissioned officers in addition to those 
otherwise authorized.” This provision is required to continue in effect authority 
contained in the fiscal year 1951 appropriation for International Development 
which allowed the Public Health Service and Coast and Geodetic Survey each 
to commission additional officers to meet the requirements of the program for 
International Development. 


Mr. Gary. That is all, gentlemen. This concludes the hearings; 
thank you. 








